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1 --- Upon commencing at 9:03 a.m.

2

3                THE CHAIRPERSON:   Good morning.  I

4 believe that we are in a position to commence today's

5 proceedings, so I want to welcome all -- you -- you all

6 to the -- to this momentous day, closing arguments from

7 a very long process.  I hope everyone had a good

8 weekend.  I know some of you have been working all

9 weekend, so I appreciate the effort you've put in over

10 the last few hours.

11                So with that, Mr. Peters, please.

12                MR. BOB PETERS:   Thank you.  Yes, good

13 morning.  Today is set aside for Manitoba Hydro's

14 closing submissions, and we'll allow counsel to

15 indicate how -- how the day will unfold.  But before we

16 get to Manitoba Hydro, there's just some housekeeping

17 matters, as we've been calling them, and on behalf of

18 Ms. Saunders, who I don't see in the hearing room, MMF

19 filed a written closing submission, as they indicated

20 when they made their oral submission, and the Board has

21 given that the exhibit number of MMF-36.

22

23 --- EXHIBIT NO. MMF-36:    MMF closing submissions

24

25                MR. BOB PETERS:   In addition to the MMF
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1 closing submission, the panel had asked La Capra

2 Associates to provide additional information, and that

3 information was provided by La Capra.  And I'll let Mr.

4 Monnin speak to it, but I believe that those matters

5 have been vetted by Manitoba Hydro to ensure there was

6 no CSI and they're ready to be given exhibit numbers,

7 so I'll ask Mr. Monnin to indicate.

8                MR. CHRISTIAN MONNIN:   Thank you, Mr.

9 Peters.  Good morning, Mr. Chair, members of the Board.

10 Mr. Peters is correct with respect to the supplemental

11 reports that were requested of La Capra.  Supplemental

12 report A, dated May 16th, 2014, has been vetted and

13 filed.  And that will take Exhibit LCA-3-3.

14

15 --- EXHIBIT NO. LCA-3-3:   Supplemental report A,

16                             dated May 16th, 2014

17

18                MR. CHRISTIAN MONNIN:   Supplemental

19 report B, dated May 21st, 2014, I'm not dictating, so I

20 don't have to actually say, "commas," but that will

21 take -- that will take Exhibit Number LCA-14.  Sorry,

22 dash 4.

23

24 --- EXHIBIT NO. LCA-4:     Supplemental report B,

25                             dated May 21st, 2014
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1                MR. CHRISTIAN MONNIN:   There was also a

2 supplemental answer to the Undertaking 108 that was

3 filed.  That's been vetted as well, and that will take

4 Exhibit LCA-57-1.

5

6 --- EXHIBIT NO. LCA-57-1:  Supplemental answer to the

7                             Undertaking 108

8

9                MR. CHRISTIAN MONNIN:   I could advise

10 the panel that there were some working papers that were

11 provided to Undertakings La Capra-113 and La Capra-114.

12 The working papers for Undertaking 113 go from 'A' to

13 'D'.  Those have been vetted, but we haven't -- I

14 haven't discussed it with the secretary yet to get

15 exhibits for those, but we'll do that shortly.

16                And the working papers for Undertaking

17 114, that's working paper A and 'B', those also have

18 been vetted, and we'll have to provide exhibit numbers

19 to that in the very near future.

20                I can advise the panel with respect to

21 MPA's supplemental work that was requested, the report

22 was received on Friday of last week, and it's been

23 forwarded for CSI review, and once that has been

24 approved, where any changes are needed, we'll -- we'll

25 address that accordingly.
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1                Finally, with Potomac, some undertakings

2 have been provided.  They're in the hands of Manitoba

3 Hydro for the vetting.  The balance of the

4 undertakings, I am told, will be provided by Tuesday of

5 this week, keeping in mind that it is Memorial Day

6 today in the States, and that is holding back Potomac

7 from finalizing.  Thank you.

8

9                       (BRIEF PAUSE)

10

11                MR. BOB PETERS:   Thank you, Mr.

12 Chairman, Mr. Monnin.  And I spoke too soon, Ms.

13 Saunders was invisible to me, but I can just repeat

14 that the MMF closing submission was marked as MMF

15 Exhibit 36.

16                With that, Mr. Chairman, and subject to

17 any questions the panel may have, I suggest we turn it

18 over to Manitoba Hydro to Ms. Ramage for at least the

19 commencement of Manitoba Hydro's closing comments.

20                THE CHAIRPERSON:   Thank you, Mr.

21 Peters.  Ms. Ramage, good morning.

22

23 FINAL SUBMISSIONS BY MANITOBA HYDRO:

24                MS. PATTI RAMAGE:   Good morning, Mr.

25 Chair, Board members Kapitany, Bel, Grant, and Soldier.
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1 It's been a long haul; a year and ten (10) days since

2 our first pre-hearing conference.

3                At the outset, Manitoba Hydro wishes to

4 thank the panel for its interest, its attentiveness,

5 and its commitment to this process.  The panel deserves

6 to be congratulated for bringing this hearing in on

7 schedule.  It was a huge undertaking, and to borrow --

8 borrow from Mr. Gange's theme, or father of the groom

9 as he's now referred to I understand, it took working

10 eight (8) days a week and many, many hard days' nights,

11 especially last night.  We confess that we are glad all

12 over that it is now winding down, and we look forward

13 to June 20th when you get back to us with your

14 recommendation.

15                Mr. Gange is not here; he told me to

16 hold the -- the snubs on him until he arrives, but he

17 can perhaps read in the transcript that I had to use

18 the Internet to find some of those titles because while

19 the Beatles may have arrived in North America in --

20 about fifty (50) years ago, that was the same time as I

21 arrived.  And so it took a little bit of work to get

22 those, but I -- we fully endorse Mr. Gange's view that

23 at the end of the day is a blink in the eye in the --

24 for the history of Manitoba Hydro.

25                And we have covered a tremendous amount
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1 of ground since Manitoba Hydro filed its application on

2 August 16th of 2013.  By my count, we've had two (2)

3 pre-hearing conferences, four (4) days of workshops,

4 two (2) rounds of Information Requests, with roughly

5 twenty-four hundred (2,400) responses placed on the

6 public record by Manitoba Hydro.  Inclusive of all the

7 sub-parts, Manitoba Hydro has filed over three hundred

8 (300) exhibits.  And when we combine those exhibits

9 with those filed by other parties, it means this Board

10 has reviewed in excess of five hundred (500) exhibits.

11                In addition to Manitoba Hydro's five

12 thousand (5,000) page filing, you've received sixteen

13 (16) reports from experts called by Intervenors, and

14 eight (8) reports from the IECs plus their supplemental

15 reports.  Today marks our forty-eighth (48th) day of

16 public hearing.  And at last count, the NFAT had

17 produced over thirteen thousand (13,000) pages of

18 transcript.

19                You heard from thirty-three (33)

20 Manitoba Hydro witnesses, fifty-two (52) Intervenor and

21 IEC witnesses.  In addition, for the first time the PUB

22 and IECs were able to review Manitoba Hydro's most

23 commercially sensitive documents: its export contracts,

24 its Power Resource Plan, its export price forecast, and

25 its construction contract information.  This panel can



PUB re NFAT  05-26-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

11441

1 say with absolute confidence that no panel in the

2 history of the Public Utilities Board has ever reviewed

3 a matter at this level of detail.  It is absolutely

4 unprecedented.

5                Also unprecedented is the length of

6 Manitoba Hydro's written final argument.  There were

7 many issues raised during this hearing and Manitoba

8 Hydro intends to address those issues which it believes

9 are of greatest concern to the panel.  Because of the

10 complexity of many of these issues and the time it

11 would take to address them each orally, we've prepared

12 a comprehensive written argument.  And we don't intend

13 to read it into the record, although at times we may

14 follow it closely.

15                And we don't intend to address every

16 issue today that the written argument covers, but we

17 want to make sure you know where to find the

18 information should you require it.  You also have a

19 PowerPoint presentation highlighting key points of the

20 argument, and the written argument contains a detailed

21 table of contents.  We encourage the panel to refer to

22 the appropriate section of the argument, should it have

23 questions with respect to any of the myriad of issues

24 that have been reviewed during this process.

25                At the back of the written argument
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1 we've provided a table of concordance.  It's a table of

2 cordance -- concordance where we've attempted to cross-

3 reference the terms of reference with the sections of

4 the argument that deal with those aspects of the terms

5 of reference.

6                We encourage the panel to stop us at any

7 time during the prese -- presentation if you have

8 questions.  And I don't know if the lawyers can answer

9 them with the skill of a Mr. Wojczynski or a Ms. Flynn.

10 We may blink when we -- we may even have to seek their

11 assistance, but we will get you the answer that you

12 have so you have the information you need to make the

13 recommendations to government on those matters that

14 need to be acted on today.

15                So before launching into the oral

16 argument, we should probably mark Manitoba Hydro's

17 final argument, that's the thickest document of the

18 Cerlox documents, as Exhibit Manitoba Hydro 204.

19

20 --- EXHIBIT NO. MH-204:    Manitoba Hydro final

21                             argument

22

23                MS. PATTI RAMAGE:   The PowerPoint

24 presentation as Exhibit 205.

25
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1 --- EXHIBIT NO. MH-205:    PowerPoint presentation

2

3                MS. PATTI RAMAGE:   And then we've also

4 provided what we've called our 'Ten Key Exhibits', and

5 that should be Manitoba Hydro Exhibit 206.

6

7 --- EXHIBIT NO. MH-206:    'Ten Key Exhibits'

8

9                MS. PATTI RAMAGE:   Now, that -- that's

10 a top ten (10) exhibit list.  And it's Manitoba Hydro's

11 view that if the panel looks at nothing else and

12 ignores the rest of the record, these are the documents

13 you need in order to make your recommendation.  So

14 consider this your final homework assignment.  You've

15 seen them all before, but we've tried to put them into

16 one (1) -- one (1) document for you.

17                In terms of the order of proceedings,

18 Ms. Boyd, Ms. Fernandes, and I will deal with matters

19 dealt with by the load forecast and DSM panel, the need

20 and alternatives panel, and the finance panel.  Ms.

21 Mayer will deal with those matters dealt with Manitoba

22 Hydro's macroenvironmental and socioeconomic panel.

23 And Mr. London will be submitting argument on behalf of

24 the Keeyask partner First Nations.

25                And if we could turn to slide 2.  The
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1 NFAT terms of reference specify that the PUB's report

2 is to, quote:

3                   "Include recommendations to the

4                   Government of Manitoba on the needs

5                   for Manitoba Hydro's Preferred

6                   Development Plan and an overall

7                   assessment as to whether or not the

8                   plan is in the best long-term

9                   interest of the Province of Manitoba

10                   when compared to other options and

11                   alternatives."

12                End quote.  The Preferred Development

13 Plan contains two (2) key components that require

14 immediate commitment.  One, start construction

15 immediately in 2014 of the Keeyask generation station

16 for a 2019 in-service date; and second, proceed with a

17 750 megawatt US transmission interconnection for a 2020

18 in-service date.

19                The Preferred Development Plan also

20 includes the 1,485 megawatt Conawapa generating station

21 -- this is at slide 3 -- with an in-service date not

22 later than 2026.  A decision regarding the construction

23 of Conawapa is not required immediately.  However, in

24 order to protect the in-service date for Conawapa, as

25 early as 2026 certain actions and investments are
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1 requirement in the near term, recognizing that

2 conditions will be continually monitored to determine

3 if such continued investments are warranted and

4 ultimately to determine if Conawapa should be

5 constructed and for what in-service date.  A final deci

6 -- decision on the construction of Conawapa for an in-

7 service date of 2026 is not required to be made until

8 2018.

9                And slide 4.  The resources in the

10 Preferred Development Plan are supported by a number of

11 expert agreements; notably, the 250 megawatt sale to

12 Minnesota Power, the hundred megawatt sale to Wisconsin

13 Public Service, and the 300 megawatt sale to Wisconsin

14 Public Service.

15                The Government of Manitoba authorized

16 Manitoba Hydro to enter into both the Minnesota Power

17 250 megawatt and Wisconsin Public Service 100 megawatt

18 sales agreements in Order in Council 304/2011.  That

19 was issued August 17th of 2011.

20                Order in Council 308/2011 notes that the

21 construction of new power generation facilities in the

22 Province of Manitoba are necessary to fulfill these

23 contracts.  These agreements do not require further

24 confirmation from the Government of Manitoba.  However,

25 if the agreements are to proceed, the generation and
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1 transmission facilities upon which they are contingent

2 -- that is, the -- is Keeyask and the 750 megawatt

3 transmission interconnection -- require immediate

4 approval.

5                The Preferred Development Plan includes

6 continued substantial investment in DSM Power Smart

7 initiatives and efficiency improvements to the existing

8 generation.  During the course of the NFAT process,

9 Manitoba Hydro filed new analysis which indicated that

10 it would be economic to quadruple its DSM Plan to

11 target 3,978 gigawatt hours and 1,136 megawatts,

12 including savings from codes and standards, by

13 2028/'29.  DSM plans will also be continually monitored

14 and updated.

15                The Preferred Development Plan is not a

16 rigid plan with fixed in-service dates and resource

17 selection for the nest twenty (20) years.

18                Mr. Thomson indicated on March 3rd at

19 transcript page 76 -- and we should be on slide 5 now:

20                   "I want to underscore that the

21                   Preferred Development Plan is not

22                   without flexibility.  While

23                   construction on the Keeyask

24                   generating station and other aspects

25                   of the Preferred Dev -- Plan must
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1                   begin shortly, Manitoba Hydro will

2                   always maintain the flexibility to

3                   respond to future circumstances when

4                   it comes to future resources

5                   identified as part of the Plan.

6                   Conawapa, for instance, will only get

7                   built if the business case remains

8                   sound."

9                The Preferred Development Plan has the

10 necessary flexibility and optionality to permit

11 Manitoba Hydro to respond to changing circumstances

12 over the next number of years.  The NFAT process

13 outcome is not a long-term plan with future decisions

14 pre-established, but rather a pathway.

15                The pathway involves a combination of

16 immediate decisions and commitments, followed by

17 longer-term components, which are responsive and adapt

18 as the future unfolds.

19                Future decisions on the longer-term

20 components will be influenced by a wide range of

21 evolving factors, such as load growth, natural gas

22 prices, GHG emission restrictions, export prices,

23 future export contract negotiations, capital cost

24 forecasts, technological innovation, inflation, and

25 interest rates.
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1                MIPUG's witness, Patrick Bowman,

2 strongly supports the concept of pathways and the

3 importance of considering the optionality benefits

4 associated with these pathways.

5                The Preferred Development Plan pathway

6 involves front-end decisions and commitments which

7 provide early and immediate benefit, while also

8 providing options and flexibility in the long term to

9 reduce risks and maximize benefits as the opportunities

10 arise.

11                While there are a number of fundamental

12 possibilities for the PUB to consider, the NFAT process

13 has evolved such that -- that the primary PUB

14 recommendation to be considered is, Should Keeyask be

15 constructed in advance to have an in-service date of

16 2019 in order to provide for both a range of possible

17 need dates for domestic load and to take advantage of

18 the Minnesota Power 250 megawatt export sale contract

19 with the associated commitment by Minnesota Power to

20 develop a 500 kV interconnection?

21                Recommending for or against this pathway

22 will facilitate or put to an end a number of other

23 critical options that will affect electricity supply in

24 Manitoba for decades to come.

25                Manitoba Hydro Exhibit 192, presented by
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1 Mr. Wojczynski on May 1st, depicts the choice to be

2 made concerning the long-term electric -- electrical

3 energy future of Manitoba.  Advancing Keeyask to 2019

4 is integral to Pathways 4 and 5.  This allows the MP

5 250 megawatt sale to proceed, and the 750 megawatt

6 interconnection to be developed in concert with

7 Manitoba Hydro's US partners.  The WPS 100 megawatt

8 sale and the NSP 125 megawatt export extension would

9 also proceed.

10                Proceeding with Keeyask and the

11 interconnection in 2019 also provides for the

12 opportunity in the future to take advantage of the WPS

13 308 export sale and to develop Conawapa, should the

14 circumstances be favourable.

15                This would also facilitate pursuing

16 other export contracts with counterparties such as

17 Great River Energy, SaskPower, NSP, and others.

18 However, no decision is required for a number of years

19 whether or not to construct Conawapa.

20                The other choice depicted in Exhibit 192

21 is to pursue Pathways 1 and 2.  If these pathways are

22 adopted, Keeyask will not be advanced to an early in-

23 service date, nor will the MP 250 megawatt, WPS 100

24 megawatt, or WPS 308 megawatt export sale proceed, and

25 no new interconnection will be developed in the
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1 foreseeable future.

2                At some later date, a choice will be

3 made to proceed with Keeyask, Pathway 1, or with

4 natural gas generation, which is Pathway 2.

5                In both sets of Pathways -- that's 1 or

6 2 or 3 or 4 and 5 -- there is an annual review of

7 resource choices and timing.  In deciding whether to

8 recommend Pathways 1 and 2 or 4 and 5, there are a

9 number of associated considerations which will help to

10 illuminate the main recommendation.

11                Is the development of the 750 megawatt

12 interconnection advantageous for Manitobans?  Is it

13 advantageous to advance Keeyask to 2019 from a date

14 when it is needed strictly for domestic needs?

15                Is the overall package of developing

16 Keeyask in 2019 and proceeding with the MP 250 megawatt

17 sale and the 750 megawatt interconnection a preferred

18 option for Manitoba, compared to plans based on the

19 development of natural gas or other options.

20                Slide 6.  The NFAT terms of reference

21 specify the perspectives which were used to evaluate

22 and compare the -- the plans and pathways to

23 demonstrate that the Preferred Plan and its associated

24 pathway is in the best long-term interest of the

25 Province of Manitoba and Manitobans.
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1                Now, before we launch into the detail of

2 our argument and in case I keel over from exhaustion

3 before we can finish, or you get tired of listening to

4 us, we've prepared a summary of the important points --

5 points of Manitoba Hydro's Preferred Development Plan

6 that can be summarized in three (3) minutes or less.

7                This is the level 1 information that I

8 spoke about on day 1 of the hearing.  And Dr. Bel, I

9 trust that you'll be timing me.

10                So Manitoba Hydro's Preferred

11 Development Plan includes not just power dams and a new

12 intertie transmission line to the US, but also DSM.

13 DSM includes conservation and other economic measures

14 to reduce customer electricity use and is planned to be

15 four (4) times greater than in the past.  Wind,

16 biomass, natural gas generation, and other tech --

17 technologies will be included in the plan as and when

18 they become economic.  Manitoba Hydro is open to all

19 viable options.

20                Manitoba Hydro, along with the Cree

21 communities who are partners in the project, want to

22 start construction now to build Keeyask to be in

23 service by 2019.  This makes sense based on its

24 economic and financial business case, along with other

25 benefits.  Export contracts will help pay for Keeyask
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1 until it is needed to meet the growing electricity

2 needs of Manitoba customers.

3                One (1) of those new export contracts is

4 with Minnesota Power, the US utility which is

5 championing the new interconnection between Manitoba

6 and the US, which would be triggered by the development

7 of Keeyask.  An additional intertie is agreed by almost

8 everyone to be a good thing.  It allow Manitoba Hydro's

9 surplus energy to be sold profitably, enables imports

10 from the US during droughts or system emergencies, and

11 diversifies our system portfolio.

12                After Keeyask, a new major generating

13 facility is not expected to be needed for a number of

14 years.  Timing will depend, among other things, on the

15 success of new DSM prog -- programs in curbing the

16 demand for electricity and the growth of industrial

17 load in Manitoba, including the expansion of major oil

18 pipelines.

19                Manitoba Hydro plans on keeping Conawapa

20 as an option until its business case is clear.  The

21 other major supply option being considered is gas.  If

22 export markets continue to strengthen, and if

23 additional profitable long-term sales contracts are

24 signed, Conawapa would be a much more economic choice

25 than natural gas generation and could be in service
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1 before 2030.

2                Natural gas costs less in the short

3 term, but hydroelectric facilities provide lower-cost

4 electricity over the long term and significantly more

5 benefits to Manitoba through construction jobs, water

6 rental fees, capital taxes, business opportunities, and

7 benefits to Northern Aboriginal communities.  As well,

8 hydro is renewable and produces virtually no greenhouse

9 gasses compared to natural gas generation.

10 Hydroelectricity also displaces the greenhouse gasses

11 that would be emitted not only here, but also in the US

12 by displacing gas or coal generation.  Greenhouse

13 gasses do not respect international borders.

14                Customer rates will have to rise,

15 whatever plan is selected.  That is just a fact of

16 life.  Even without Keeyask and the new

17 interconnection, rate increases in the 4 percent range

18 are unfortunate -- unfortunately needed for at least a

19 decade in order to pay for aging infrastructure and to

20 maintain system reliability.  This is happening across

21 North America.  Manitoba Hydro's rates are still among

22 the lowest.

23                Manitoba Hydro's low rates are due in

24 large part to the Corporation's past investments in

25 hydroelectricity -- electric facilities and to the 25
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1 to 30 percent of revenues contributed by selling

2 surplus electricity into the export markets.

3                Approval now of Keeyask and the

4 interconnection will continue to reap the benefit of

5 Manitoba Hydro's electric resources, including lower

6 rates in the long term.  A decision on Conawapa doesn't

7 need to be made now.  Wait until there's better

8 information, including the impact on customer rates

9 relative to other options.

10                In summary, Manitoba Hydro's Preferred

11 Development Plan includes hydroelectric options, a

12 major new international interconnection, quadrupling

13 DSM, openness to the possibility of alternative supply

14 sources, and a valuable set of export contracts.  It's

15 a balanced, flexible, and robust plan for Manitobans.

16                And with that, I'm going to turn the

17 microphone over to Ms. Boyd.  I should first ask Dr.

18 Bel if he knows how I did on my three (3) minutes, but

19 that -- because that was our case in a nutshell.  Ms.

20 Boyd is going to lead the discussion regarding load

21 forecast and DSM.

22                MS. MARLA BOYD:   Thank you.  Good

23 morning, Mr. Chair.  Good morning Board members

24 Kapitany, Bel, Grant, and Soldier.  I'm going to start

25 this morning covering the load forecast.
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1                And you'll see on the next slide

2 Manitoba Hydro's load forecast is updated annually to

3 include current information about Manitoba Hydro's

4 customer groups in order that the best estimate of

5 future load can be produced.  Our position is supported

6 by other experts.

7                The conclusion of Dr. -- of Mr. Todd of

8 Elenchus is that the forecast is reasonable except for

9 possible structural change.  However, as Mr. Todd also

10 testified structural change cannot be predicted or

11 built into a forecast.  The Elenchus report stated, and

12 I quote:

13                   "Elenchus is of the opinion that the

14                   2012 and 2013 electric load forecast

15                   prepared by Manitoba Hydro are

16                   reasonable projections of the future

17                   domestic energy -- electricity demand

18                   assuming there is no significant

19                   structural changes to the demand

20                   drivers that underpin the forecasting

21                   methodology."

22                The report also noted:

23                   "Unfortunately, it's not possible to

24                   build structural changes in the

25                   market into the load forecast.  The
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1                   most important potential changes are

2                   inherently unpredictable.  We cannot

3                   even predict with confidence whether

4                   the future structural changes will

5                   dramatically escalate demand, or

6                   cause demand and sustainable prices

7                   to collapse."

8                Mr. Todd went on to say:

9                   "It would be harder to predict what

10                   the long-term structural impact would

11                   be in Manitoba than it would be for

12                   Canada as a whole, and economists and

13                   analysts are still trying to figure

14                   that out, and are guessing in both

15                   directions for Canada as a whole."

16                MIPUG also endorsed the load forecast,

17 saying that:

18                   "The load forecast used for Manitoba

19                   Hydro's NFAT filing was tested for

20                   reasonableness in their Appendix D,

21                   and found to be reasonable for the

22                   purposes of long-term planning.  The

23                   P10 and P90 bounds provide a wide

24                   range of conditions that are

25                   appropriate for scenario analysis."
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1                In 2009, Manitoba Hydro moved from

2 scenario analysis to the use of a probli --

3 probabilistic approach for projecting potential

4 variations to the load forecast.  As part of Manitoba

5 Hydro's electric 2010/'11 and '11/'12 General Rate

6 Application, the Public Utilities Board issued Order

7 30/'10 on March 26, 2010, which appointed Drs. Kubursi

8 and Magee to provide an independent assessment of

9 Manitoba Hydro's risks.  The load forecast was part of

10 that review, and Drs. Kubursi and Magee supported the

11 probabilistic approach for the risk assessment for

12 long-term planning.

13                For the purposes of the NFAT analysis,

14 Manitoba Hydro examined 90 percent and 10 percent

15 confidence intervals of the load forecast.  As Mr.

16 Wojczynski testified, in setting up these sensitivities

17 for analysis, Manitoba Hydro sought values which were

18 not exceedingly extreme, but which had a medium level

19 of occurrence.  In his pre-filed testimony, Mr. Bowman

20 agreed that the use of this probability analysis can

21 provide good bounds.

22                This is not to say that an assessment of

23 individual possible events is not useful.  Such

24 analysis provides information as to the potential

25 implications of specific events and their relative
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1 impacts.  This type of information is provided in the

2 'Possible Events' section of the Manitoba Hydro load

3 forecast, and you'll find that at Appendix D, page 50.

4                Elenchus prefers the use of scenario

5 analysis, and expressed the opinion that Manitoba Hydro

6 did not address structural changes to future energy

7 demand in its NFAT analysis.  Mr. Todd cited the

8 examples of grid parity as a structural change that

9 could cause major reduction in the load forecast, and

10 electric vehicles as a structural change that could

11 cause a major increase in future load requirements.

12                As part of these proceedings, Manitoba

13 Hydro did address structural changes that could cause a

14 major reduction in load growth.  Additional analyses

15 were undertaken, examining a No New Load Growth case --

16 that's Manitoba Hydro Exhibit 156 -- and enhanced

17 levels of DSM in Manitoba Hydro Exhibit 95 at page 129.

18                In these analyses, Manitoba Hydro

19 determined that if no load growth is assumed beyond

20 2022/'23, and surplus energy is valued using the 2013

21 long-term price forecast, building Keeyask and a new

22 interconnection results in an incremental net present

23 value of $395 million at a real weighted average cost

24 of capital of 5.4 percent relative to building no new

25 generation, and that pursuing enhanced DSM up to Level
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1 2 is beneficial under the Plan 1, the All Gas Plan;

2 Plan 5, which is Keeyask19, Gas, and the 750

3 interconnection; and the Preferred Development Plan.

4 Plans with incremental net present values, those plans

5 range from 737 million to $887 million.

6                Manitoba's forecast rate of load growth

7 is in line with other jurisdictions when compared on an

8 equivalent basis.  These comparisons must be undertaken

9 with care.  Jurisdictions do not define their load in

10 the same way, and comparisons are not useful if they're

11 not done on an equivalent basis.

12                In our rebuttal evidence, Manitoba Hydro

13 presented the data assembled from utilities by the

14 North American Energy Reliability Corporation, or NERC,

15 as an appropriate comparator.  And you'll find that at

16 Manitoba Hydro Exhibit 85, our rebuttal evidence page

17 5.  This information was updated in Exhibit 94.

18                And as we turn to slide 11, you'll see

19 the scatter diagram.  This demonstrates that the ten

20 (10) year average percent of growth for the utilities

21 or jurisdictions in the NERC report . . .  The

22 important thing to note here is that Manitoba Hydro is

23 within the range of forecasts of the other utilities

24 and jurisdictions.  Our ten (10) year forecast of --

25 sorry, our ten (10) year annual percentage of growth is
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1 comparable to those other jurisdictions.

2                Given this comparison, Manitoba Hydro

3 submits that its forecast growth is not overstated, is

4 reasonable, and is in line with the majority of

5 regions.

6                Turning to the top consumers.  This

7 segment is comprised of a limited number of customers

8 spread across a broad group of different industry

9 sectors.  The number of customers within each of these

10 sectors is relatively small, with no one (1) sector

11 having an overwhelmingly larger concentration of

12 customers than others.

13                They contribute to an industrial

14 landscape where the competitiveness and applicable

15 market influence for a particular customer does not

16 necessarily align with forecasting techniques that are

17 based on high-level sector-based trends.

18                In these circumstances, econometric and

19 end-use forecasts do not work well because they must

20 rely on generalized forecasts of industries and levels

21 of production expected, which are at least as difficult

22 to predict, if not more so, and may not be

23 representative of the companies in Manitoba, given

24 their small number and specific circumstances.

25                Recognizing the limitations associated
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1 with econometric and end-use forecasts for top

2 consumers in Manitoba, Manitoba Hydro undertakes

3 forecasting of short-term energy use for top consumers

4 on a per-company basis in order to include their

5 respective committed plans in its forecast.

6                Manitoba Hydro has developed a good

7 working relationship with these customers and is able

8 to gain first-hand knowledge regarding their

9 operations, their markets, and their opportunities.  To

10 estimate the longer-term growth for the top consumer

11 sector, the sector's forecast as a whole depending on

12 the average growth over a period of twenty (20) years.

13                Given the high degree of year-over-year

14 variability and industrial load -- in other words, load

15 is added or removed in large blocks -- industrial gloth

16 -- growth and decline should be examined on a longer-

17 term basis.  This twenty (20) year period includes

18 periods of both growth and recession and includes the

19 recent loss of one (1) top consumer.  This recognizes

20 that, and Dr. Gotham agreed, some events cannot be

21 predicted with any methodology.

22                This approach was also endorsed by MIPUG

23 in the response to Information Request Manitoba/MIPUG

24 1-4.  It states, and I quote:

25                   "It is reasonable to portray the
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1                   ongoing load growth using an equal

2                   annual PLIL approach over the long

3                   term with an acknowledgement that the

4                   intent is not to precisely predict

5                   the load in any given year, but

6                   simply the range of reasonable

7                   longer-term trends."

8                Manitoba Hydro is confident its approach

9 to forecasting for the top consumer sector is

10 reasonable and appropriate for the long-term

11 forecasting purposes.

12                We cannot leave the discussion of the

13 top consumers without addressing the pipeline sector.

14 There has been significant discussion during this

15 proceeding regarding the projected growth in the

16 pipeline sector.  And Mr. Friesen spoke at length about

17 the project's driving growth in this sector at

18 transcript pages 1,136 through 1,142.

19                He noted that the projects include

20 upgrades in pumping capacity or enhancements to

21 existing pipelines to increase flows.  National Energy

22 Board approvals have been received for these projects

23 with some components awaiting provincial approvals.  In

24 addition, TransCanada Pipeline has filed the Energy

25 East Pipeline proposal with the NEB.
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1                Mr. Gange suggested in his closing

2 argument that the anticipated new pipeline load may not

3 choose electricity over natural gas for compression and

4 pumping.  And you'll find that in GAC Exhibit 27 at

5 page 13.

6                To assist the Board and stakeholders in

7 this proceeding, we would remind the Board of Mr.

8 Friesen's evidence that due to the viscosity and

9 incompressibility of oil, it is difficult to provide

10 the pumping force required through natural gas

11 compression, and therefore all discussions have been

12 related to electrically driven pumps.

13                Mr. Friesen also explained that in this

14 sector, it's not a matter of Manitoba Hydro actively

15 pursuing these customers, trying to attract them to the

16 region, but that we are simply in the path and that

17 they -- as they seek to serve customers in other

18 locations.  Give it the -- given the market

19 indications, Manitoba Hydro is of the opinion that

20 these projects will proceed.

21                Turning to slide 15 and price

22 elasticity, this has been an issue of interest in this

23 proceeding, for some of us more than others, perhaps.

24 Manitoba Hydro agrees with the observation of Dr.

25 Gotham that having a history of low, stable electricity
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1 prices from a mathematical standpoint makes determining

2 a price elasticity from the historical data difficult,

3 if not impossible.

4                Manitoba Hydro does expect that higher

5 real prices of electricity will lead to reductions in

6 electricity use.  However, the analysis of the

7 magnitude of that price effect is not a simple task.

8                Studies from other jurisdictions are not

9 necessarily applicable to Manitoba, and it is not

10 prudent to adopt a price elasticity found on the

11 internet without understanding the conditions and the

12 drivers underpinning that value.

13                Differences between Manitoba and other

14 jurisdictions in factors such as starting price, rate

15 structure, average versus marginal pricing, and cross-

16 price effect with other fuels must be considered.

17                All non-price effects must be accounted

18 for to minimize the potential for double counting of

19 effects, such as the effects of an economic downturn,

20 codes and standards, conservation rates, and DSM

21 programming.

22                Manitoba Hydro intends to reflect the

23 price effect in future forecasts.  In doing so, we will

24 seek to ensure that price elasticity used appropriately

25 represents Manitoba's situation with regard to rate
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1 structure, existing low prices, effects of DSM, and

2 codes and standards.

3                Turning to slide 17, this is fuel

4 switching.  Manitoba Hydro recognizes the economic

5 benefit to the customer, the utility, and the province

6 when customers with access to natural gas choose to

7 heat with natural gas.  Manitoba Hydro's evidence has

8 demonstrated an increase in the electricity use of

9 Manitoba Hydro's residential basic sector over the past

10 ten (10) years.

11                The average use per customer is

12 projected to continue to grow in Manitoba at a rate of

13 .3 percent per year over the next twenty (20) years.

14 Increasing saturations of electric space heat and water

15 heating have been and are expected to continue to

16 contribute to this increase in average use in Manitoba.

17                Manitoba Hydro's fuel choice -- heating

18 fuel choice initiative was introduced to address that

19 trend.  It's a multi-faceted approach to educate all

20 stakeholders involved in the fuel choice decision,

21 including homeowners, heating contractors, home

22 builders, and land developers.

23                In the 2013 load forecast, Manitoba

24 Hydro identified a projec -- projected reduction of 366

25 gigawatt hours by 2032/'33 arising from this
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1 initiative, and Mr. Kuczek testified to plans for

2 increased educational efforts and an additional hundred

3 gigawatt hours anticipated for the 2014 load forecasts.

4 This represents achieving over 50 percent of the

5 potential energy impacts, assuming the campaign is 100

6 percent successful.

7                Both Mr. Todd and Mr. Chernick addressed

8 the potential to use service extension policies and/or

9 incentives to reduce the number of homes with electric

10 heat in natural gas-available areas.  While Mr.

11 Chernick, in his written report, questioned the

12 effectiveness of Manitoba Hydro's educational campaign,

13 it became apparent on cross-examination that these

14 conclusions were based on a cursory review of the

15 overall initiative, which did not take into account the

16 targeted strategy and the financial and technical

17 supports available to customers noted in the response

18 to PUB/Manitoba Hydro I-253b.

19                And I'm sure you'll recall viewing the

20 video on Manitoba Hydro's fuel switching from the

21 MPower website.

22                Manitoba Hydro has indicated at both

23 this and at recent GRA and cost-of-service proceedings

24 that expanded strategies such as service policies are

25 being explored and will be undertaken to ensure
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1 customers understand their heating and fuel options and

2 make the optimal choice.

3                Manitoba Hydro's projection for

4 influencing market share of electric space and water

5 heating will be assisted by emerging federal and

6 provincial regulations, and are realistic given our

7 market conditions.

8                In setting targets for future market

9 share of natural gas space heating in Winnipeg and gas

10 south -- south gas-available area, we acknowledge two

11 (2) key considerations.  First is customer choice.  The

12 second is the economic access to natural gas in the

13 south gas-available area.

14                Under the 2013 load forecast, Manitoba

15 Hydro projects nearly 100 percent of new single

16 detached homes in Winnipeg will choose natural gas

17 space heat, and that in the south gas-available area,

18 the trend towards electric space heating will reverse.

19                With respect to water heating, Manitoba

20 Hydro recognizes that water fuel heat -- water heating

21 fuel choice may represent an opportunity to manage

22 increasing electricity demand.  However, the

23 Corporation also recognizes that there are other

24 considerations for customers when they examine the

25 economics of fuel choice for water heating.
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1                As was outlined in Manitoba Hydro

2 Exhibit 189, Tab 6, page 45, the economics differ where

3 the customer's choices are between a side vent natural

4 gas water heater and an electric water heater, such as

5 in new homes.

6                Manitoba Hydro also outlined in its

7 response to GAC/Manitoba Hydro 1-71 circumstances where

8 the economics for a customer with an existing natural

9 water gas heater -- natural gas water heater may see

10 choosing an electric water heater as more attractive.

11 As we noted in this response, the customer will assess

12 their choices based on their individual circumstances,

13 including the age and the condition of their existing

14 water heater.

15                The upfront capital cost difference

16 between the natural gas and the electric water heating

17 options is expected to become even greater in the

18 future as the federal government pursues increased

19 efficiency regulations for natural gas water heaters.

20 These regulations will apply to all natural gas water

21 heaters for both existing and new homes.

22                Based upon these emerging market factors

23 and Manitoba Hydro's accelerating efforts under its

24 heating fuel choice initiative, Manitoba Hydro is

25 confident in the projected reduction of 366 gigawatt
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1 hours by 2032/'33, as outlined in the 2013 load

2 forecast, and the further 100 gigawatts identified by

3 Mr. Kuczek in his presentation on March the 4th.

4                Turning to DSM and slide 21, Manitoba

5 Hydro has a long history of aggressively pursuing

6 economic DSM opportunities through a broad and

7 comprehensive strategy.  This was acknowledged by GAC

8 in its final argument, and by Mr. Dunsky.  As was

9 outlined in Manitoba Hydro's rebuttal evidence,

10 Manitoba Hydro has identified additional DSM

11 opportunities, and subsequent to the filing of the NFAT

12 submission, has analyzed three (3) increased levels of

13 DSM beyond the existing DSM portfolio included in the

14 original submission.  These increased levels of DSM

15 represent significant increases over the program as it

16 was outlined in the two (2) -- 2013 Power Smart Plan.

17                Following the development of the higher

18 levels of DSM in the development plans, and pursuant to

19 the Energy Savings Act, Manitoba Hydro consults with

20 the province of Manitoba in the creation of a three (3)

21 year, 2014 to 2017, Power Smart Plan.  This was filed

22 as Exhibit 153.

23                This represents Manitoba Hydro's current

24 corporate-approved DSM plan, which Manitoba Hydro will

25 be pursuing over the next three (3) years.  One (1) of
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1 the initiatives contributing to increased program

2 savings is a Load Displacement Program involving

3 economic customer-sited generation where low cost or no

4 cost energy streams may be converted into heat and

5 electricity, displacing energy the customer would

6 otherwise be purchasing from Manitoba Hydro.  You'll

7 find that at the Power Smart Plan, Exhibit 153, page

8 40.

9                Incentives provided under the Load

10 Displacement Program will be determined in

11 consideration of all related benefit streams, both

12 energy and non-energy.  Incentives may be structured as

13 one (1) time payments to reduce capital costs, ongoing

14 payments to reduce operating and fuel-related costs, or

15 a combination of the two (2).

16                The 2014 to 2017 Power Smart Plan does

17 not contemplate a feed-in tariff arrangement.

18                Slide 23.  Subsequent to the release of

19 the three (3) year plan, Manitoba Hydro developed the

20 2000 to two (2)  -- 2014 to 2017 Power Smart Plan

21 Fifteen (15) Year Supplemental Report.  This was filed

22 as Manitoba Hydro Exhibit 180.

23                This supplemental fifteen (15) year

24 report is used for internal resource planning purposes,

25 and it involves energy savings of 1,136 megawatts and
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1 3,978 gigawatt hours by 2028 to '29.  These savings

2 represent 13 percent of the load forecast by 2028/'29,

3 offsetting 66 percent of the projected load growth in

4 that period.

5                The slide before you, slide 24, shows

6 the energy savings to be achieved through the 2014 to

7 2017 Power Smart Plan, the fifteen (15) years

8 supplemental report, is similar to the Level 2 DSM

9 analysis that was presented during the course of this

10 hearing.

11                Exhibit 202 provides a comparison of the

12 projected energy savings in gigawatt hours under the

13 2014 to 2017 Power Smart Plan fifteen (15) year

14 supplemental report, and the Level 2 DSM as a percent

15 of forecast load.  This comparison reflects the

16 forecast for energy savings expected to be achieved

17 through both programming, and codes and standards

18 investments and efforts.

19                The 2014 to 2017 Power Smart Plan

20 fifteen (15) year supplemental report differs from the

21 Level 2 DSM analysis, as the latter was developed at a

22 high level, and for analysis purposes during the NFAT

23 process.  Level 2 DSM was analyzed based on the 2013

24 load forecast and associated codes and standards

25 projections.  The 2014 to 2017 Plan reflects more
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1 detailed analysis, resulting in programming

2 refinements, and updated code and standards

3 adjustments, as were noted by Mr. Kuczek.

4                The Curtailable Rates Program is

5 included within the 2014 to 2017 Power Smart Plan, with

6 projected capacity savings re-earned each year.

7 However, as outlined in our rebuttal evidence at page

8 47, Manitoba Hydro does not include the demand benefits

9 available from the Curtailable -- Curtailable Rate

10 Program in the assessment and development of its

11 resources plan.  There are no energy savings forecast

12 to be achieved through the Curtailable Rates Program.

13 It's capacity only.

14                The 2014 to 2017 Power Smart Plan

15 fifteen (15) year supplemental report includes forecast

16 energy and demand savings from approved and potential

17 programs.  For example, conservation rates and fuel

18 switching.  As Mr. Kuczek noted during the hearing, the

19 Fuel Switching and Conservation Rates Programs are not

20 approved internally at this time.  These programs

21 require further analysis and discussion, both

22 internally and externally.  The Plan includes the

23 programs as placeholders, and represents our forecast

24 of the timing, cost, and energy savings which will be

25 achieved though those initiatives.
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1                Manitoba Hydro is well positioned to

2 aggressively pursue the higher levels of DSM that are

3 outlined in the 2014 to 2017 Power Smart Plan.  As Mr.

4 Kuczek testified, the funding to deliver the programs

5 outlined in the Plan is approved, and additional

6 staffing will be required.  Manitoba Hydro's executive

7 and Board are committed to pursuing all economic DSM

8 opportunities and strategies outlined in the

9 Corporation's approved 2014 to 2017 Power Smart Plan,

10 and are currently being executed.

11                As Mr. Kuczek indicated, Manitoba Hydro

12 will leverage the use of external resource --

13 resources, where appropriate, to implement and deliver

14 the programs.  Individual programs will continue to be

15 modified to address the unique market barriers, and to

16 increase market penetration of the energy efficient

17 measures and technologies being promoted.

18                Manitoba Hydro's DSM staff have been

19 recognized as being highly skilled, including by Mr.

20 Dunsky in Exhibit -- CAC Exhibit 19 at page 33, and

21 they have the significant experience in pursuing DSM

22 opportunities.  Manitoba Hydro is well-positioned to

23 achieve the energy savings outlined within the 2014 to

24 2017 Power Smart Plan.

25                Barriers to achieving the energy savings
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1 outlined within that plan are external.  They include

2 particimercus -- customer participation, government

3 concurrence, and regulatory approvals.

4                With regard to the risks associated with

5 customer participation rates, Manitoba Hydro is

6 confident in achieving the energy savings projected

7 within the 2014 to '17 Power Smart Plan based on its

8 extensive experience with delivering DSM programming,

9 and given its flexibility to mardi -- modify program

10 designs, including, for example, higher incentives or

11 modified marketing strategies, as the programs move

12 forward and the markets respond.

13                Manitoba Hydro recognizes the importance

14 of providing options for customers to manage their

15 energy bills, particularly in an environment with

16 projected annual increases of 3.95 percent in the

17 future.  The portfolio of programs outlined in the 2014

18 to 2017 Power Smart Plan offers customers a variety of

19 options for reducing their energy bills.

20                Each customer's ability to pay their

21 energy bill depends on the opportunities present in

22 their homes and businesses.  Manitoba Hydro Exhibit 164

23 outlines examples of some of those opportunities.  An

24 electrically heated customer can save 42 percent of

25 their annual energy bill by installing energy efficient



PUB re NFAT  05-26-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

11475

1 lighting, and the free water and energy saver kit,

2 updating their attic insulation from R20 to R50, and

3 their basement insulation from R0 to R24, and retiring

4 their second refrigerator.

5                Manitoba Hydro also promotes a number of

6 low cost or no cost actions which can help reduce

7 customers' energy bills.  All of these initiatives and

8 programs are in place to aid customers in managing

9 future energy bills.  And as Ms. Morrison testified,

10 Manitoba Hydro expects to have an even stronger message

11 targeted to customers on how Manitoba Hydro can help

12 them to reduce their energy use and thereby reduce the

13 impact on their overall energy bill.

14                Manitoba Hydro's long-term commitment to

15 DSM has been demonstrated in its active engagement in

16 DSM programming for over more than twenty (20) years,

17 even during the uncertainty that arose in the

18 restructuring of the electricity markets in the 1990s.

19                This commitment to DSM will continue

20 into the future in preparing the projections of ener --

21 energy reductions under the three (3) levels of

22 enhanced DSM and in preparation of the 2014 to 2017

23 Power Smart Plan fifteen (15) year supplemental report.

24 Manitoba Hydro focussed on the known opportunities in

25 the next fifteen (15) years.
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1                Most jurisdictions, as noted by Mr.

2 Dunsky at page 8,039 of the transcript, plan for

3 shorter horizons.  As the DSM projections are included

4 within Manitoba Hydro's resource planning process as a

5 means of meeting future energy requirements where scale

6 and timing are important, Manitoba Hydro has

7 traditionally focussed on measures and opportunities

8 that are known, commercially available, or very near

9 commercialization.

10                This practice is similar to most

11 jurisdictions, as noted by EnerNOC in Manitoba Hydro's

12 rebuttal evidence and by Mr. Dunsky, although Mr.

13 Dunsky did note in his testimony that there are three

14 (3) jurisdictions that are beginning to explore

15 alternative approaches.  It's important to note that

16 even for those jurisdictions the time horizon projected

17 is shorter, using ten (10) year forecasts.

18                On slide 26, as Mr. Dunsky notes, DSM is

19 driven through innovation.  And while it may only be a

20 question of timing as to when the next innovation or

21 evolution of energy efficiency technology will become

22 available and commercially viable, for the purposes of

23 resource planning and meeting customers' energy needs,

24 timing does matter.

25                The Corporation must balance risks and
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1 the timing of technology and evolution, and its

2 adoption can have significant impacts on the

3 Corporation's obligation to meet the customers' energy

4 requirements.  As a result, the Corporation has adopted

5 the prudent practice of focussing on measures and

6 opportunities that are known, commercially available,

7 or very near commercialization.

8                Manitoba Hydro monitors the market for

9 emerging opportunities and incorporates these

10 opportunities into the forecast of DSM savings where

11 it's appropriate.  Manitoba Hydro also monitors

12 emerging technologies and incorporates them into its

13 Power Smart Plan as the risks become lower.

14                Mr. Todd acknowledged in his testimony

15 that foreca -- forecast the what and the when of these

16 innovations is difficult.  In his evidence, Mr. Dunsky,

17 at slide 21 of the CAC Exhibit 62, and I'm on slide 28

18 of the presentation, presented five (5) areas of known

19 innovation that will support continuance of future DSM

20 savings targets.

21                Manitoba Hydro is aware of these

22 opportunities and has or will incorporate them as

23 appropriate targets based on their particular relevance

24 to Manitoba load and market.  Those tar -- those

25 innovations include new energy efficiency standards,
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1 LED lighting, air source/ductless heat pumps, data-

2 driven analytics, and solar PV.

3                I just want to stop for a minute to talk

4 about the air source/ductless heat pumps.  You can go

5 to the next slide, please.  And you may recall the

6 evidence that pursuing that technology becomes

7 progressively more challenging and expensive as the

8 outside temperatures decline, lowering the coefficient

9 of performance and effectively increasing the amount of

10 electrical energy required.

11                Mr. Robson explained this quite well

12 when he said:

13                   "As it gets colder and colder the

14                   efficiency drops and drops and drops

15                   until eventually it's just working

16                   like an electric furnace."

17                Mr. Dunsky, in his testimony, indicates

18 that his analysis of the cost-effectiveness for air

19 source heat pumps is based on a design that meets 30 to

20 60 percent of the heating requirements for a

21 residential home, thereby reducing the insulation

22 costs.  While that approach may lead to lower overall

23 capital cost for installation of the air source or

24 ductless heat pump, it's clear that the installation

25 will also yield lower benefits to the customer as the
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1 remainder of the home will continue to have to require

2 heat, which he suggested by supplied by electric

3 baseboards.

4                The reduced benefits, along with the

5 continued requirement for auxiliary or supplementary

6 electric heat during colder periods, are not

7 anticipated to significantly enhance the economics of

8 the air source or ductless heat pumps for residential

9 heating in Manitoba.

10                The next slide, please.  With respect to

11 solar PV, during these proceedings, the phenomenon of

12 grid parity, where the delivered cost of energy from

13 customer-sided generation becomes equal to that of

14 energy provided from the utility grid, was a topic of

15 significant discussion.

16                In his testi -- in his testimony, Mr.

17 Colaiacovo cited the potential for such changes in the

18 utility sector, particularly in Ontario, where the pure

19 electric commodity separated from transmission and

20 distribution is an average of seven (7) to eight (8)

21 cents and substantially higher during daytime peaks.

22                He said, and I quote:

23                   "Grid parity starts to look like a

24                   real issue because if the cost of

25                   distributed generation of whatever
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1                   sort happens to be cheaper, then it

2                   makes sense as long as you continue

3                   to have access to the grid for

4                   backup."

5                Mr. Colaiacovo's last point is

6 particularly important, as it illustrates the -- the

7 union between distributed generation and the

8 centralized utility cannot be easily separated.

9                The variability of solar energy,

10 particularly during peak winter months, when the peak

11 generally occurs after dark, will not eliminate the

12 need for generation, transmission, and distribution

13 systems, connectivity, and support.

14                Integrating distribution generation

15 resources such as solar will become progressively more

16 complicated as penetrations of solar installations

17 increase.  Mr. Colaiacovo pointed to this challenge in

18 his testimony.  You'll see it on the screen at slide

19 31.  He said:

20                   "One (1) of the things that's likely

21                   to happen as a result of this is

22                   changes to rate structures, changes

23                   to cost responsibility, because the

24                   reality is there's enormous

25                   investments in iron in the ground,
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1                   whether those are distribution or

2                   transmission and/or generation.  And

3                   people benefit from those things.

4                   And, you know, you can't just put

5                   solar panels on your roof, use them

6                   for six (6) hours a day, and not have

7                   any cost consequences, which is the

8                   way it's working today because it's a

9                   cottage industry."

10                Mr. Colaiacovo also testified that the

11 utility industry will have to adapt its rate structures

12 to accommodate that integration.

13                Next slide.  Grid parity represents a

14 point in time when a customer may be reasonably

15 expected to begin to consider self-generation.  As Mr.

16 Dunsky indicated in his written evidence, it is

17 anticipated that the adoption of self-generation

18 technologies such as solar PV will be highly variable

19 from jurisdiction to jurisdiction based on the

20 anticipated onset of grid parity alone.

21                Differences will depend on utility rates

22 and projected rate increases, incentive structures,

23 regional carbon taxes and emission regulations,

24 mandated renewable portfolios, opportunities for

25 obtaining renewable energy supply at the utility scale,
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1 and, very significantly, on the relative costs and

2 benefits provided by the technologies used for self-

3 generation.

4                Mr. Friesen also noted that the rate of

5 technology adoption after grid parity will be highly

6 variable, and it's anticipated to be gradual as the

7 competing technologies improve and become more cost

8 effective.

9                Mr. Dunsky shares this view in his

10 written evidence and in his oral testimony with respect

11 to grid parity in Minnesota and the rate the adoption

12 would -- that adoption would impact the demand for grid

13 power.  He said, and I quote:

14                   "The sorts of changes that we're

15                   talking about are not going to

16                   dramatically change the picture on

17                   the ground when we talk about solar,

18                   for example.  If we have solar parity

19                   in Minnesota today, that doesn't mean

20                   that tomorrow morning everyone runs

21                   out and puts solar panels on the

22                   roofs -- on their roofs, for the very

23                   same reason that energy efficiency is

24                   very cheap for people to do today and

25                   they are still not doing it on their
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1                   own.  These things take time.  You

2                   know, there's an adoption curve."

3                Close quote.  The uncertainties related

4 to solar PV technology, cost decline and adoption

5 rates, are exacerbated for Manitoba because of Manitoba

6 Hydro's low utility rates and the low daylight hours

7 during critical peak win -- periods of winter

8 consumption.

9                Testimony by Mr. Dunsky and others point

10 towards grid parity for residential solar starting in

11 Manitoba sometime around 2020, and starting potentially

12 as late as 2025 and beyond, depending on the rate of

13 cost decline for solar PV equipment and projections for

14 utility rate increases.

15                It is therefore reasonable to expect,

16 based on the anticipated -- anticipation of the gradual

17 adoption rates cited by Mr. Dunsky and by Elenchus,

18 that customer-sided solar -- solar PV will not

19 substantially impact the grid requirements for power in

20 Manitoba until some period after 2030.

21                Mr. Hacault discussed in his final

22 argument the amount of load made available through the

23 curtailable rate program.  And he indicated that just

24 one (1) customer equates the amount of load generated

25 by Wuskwatim.  He further stated that by curtailing
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1 this load, it fees up a good por -- part of a small

2 dam.  His implication therefore is that Manitoba Hydro

3 should be doing more to encourage these types of DSM

4 industrial programs and not placing caps on the

5 Curtailable Rate Program.

6                Mr. Friesen, in his testimony, explained

7 that dependable energy from Wuskwatim is very different

8 from the amount of energy that we would be able to

9 release through the Curtailable Rate Program.

10                Wuskwatim is both a dependable energy

11 and capacity resource, whereas the Curtailable Rate

12 Program provides only capacity.  This makes Mr.

13 Hacault's comparison to Wuskwatim only partially

14 correct.  From a capacity perspective, it's correct.

15 However, Mr. Hacault failed to note that the

16 Curtailable Rates Program only permits curtailment for

17 a limited period and for a limited number of

18 curtailments.  You can contrast this with a generating

19 station over which Manitoba Hydro has complete and

20 unlimited control.

21                Mr. Friesen noted that only certain

22 industries are capable of curtailing a load on short

23 notice and that it's difficult for some industries to

24 restore their load after a curtailment within a

25 reasonable amount of time.  This perhaps explains why
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1 there's only three (3) customers on that program.

2                Manitoba Hydro has had a permanent

3 Curtailable Rate Program in place since 1998.  Over

4 those sixteen (16) years, only a total of five (5)

5 industrial customers have ever participated in the

6 program, even when there was no caps.  Today, there are

7 only three (3) customers on the program, and although

8 some customers have shown an interest over the past few

9 years, a review of the impact on their operation has

10 prevented them from signing on, even though there was

11 still room available for uptake in the program.

12                Manitoba Hydro therefore chose to make

13 changes to the terms and conditions of the Curtailable

14 Rate Program as proposed in its 2012/'13 and '13/'14

15 GRA filing to ensure that existing Curtailable Rates

16 Program customers would continue to obtain value from

17 the program while continuing to provide reliability

18 benefits for Manitoba Hydro.

19                Manitoba Hydro agrees with MIPUG's

20 assertion that DSM ought to be economic.  The

21 Curtailable Rate Program is no different.  To remove

22 the cap on that program would be to invite uneconomic

23 DSM.

24                The last area I'm going to deal with

25 here is the Energy Savings Act.  During this proceeding
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1 there's been substantial discussion around target

2 setting and where these responsibilities lie in other

3 jurisdictions.  Ms. Rohmund spoke to the target setting

4 in the United States, particularly that twenty-five

5 (25) of the US states have adopted energy efficiency

6 resource standards through regulation or legislation.

7                In Canada, the Province of British

8 Columbia has set conservation objectives through its

9 Clean Energy Act, and Ontario has done through -- done

10 so through its Green Energy Act.  In Manitoba these

11 objectives are set out in the Energy Savings Act.  This

12 Act was enacted in June of 2012 and it guides Manitoba

13 Hydro's DSM targets and activity, and outlines the

14 Province of Manitoba's expectations for the Manitoba

15 Hydro board with respect to the setting of energy

16 efficiency targets.  I won't read you those sections.

17 They're included in our written submission and you'll

18 find them on the slide.

19                In summary, Section 7 makes clear that

20 the minister is responsible to oversee Manitoba Hydro's

21 energy efficiency targets and plans.  Section 8 of the

22 Act outlines how the Corporation is to report on the

23 performance of those DSM targets to the minister.

24                Mr. Kuczek confirmed that the recently

25 released 2014 to 2017 Power Smart Plan was prepared in
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1 consultation with the minister responsible for Manitoba

2 Hydro in accordance with the Act.

3                Mr. Chairman, at transcript page 9,984

4 and 85, you posed the question whether or not the

5 framework in -- that's in place in Manitoba is adequate

6 to ensure the success for DSM programs by Manitoba

7 Hydro.

8                Manitoba Hydro submits that the Energy

9 Savings Act is that framework.  The Act is quite new.

10 It's only two (2) years old, and it's been designed and

11 used to ensure consultation with the province to allow

12 them input into energy efficiency programs and plans,

13 and to review Manitoba Hydro's success in achieving

14 those targets through the annual reporting of outcomes,

15 which is tabled in the legislature and thereby

16 available to the public.

17                CAC and GAC, through the evidence of Mr.

18 Dunsky, has suggested that independent oversight and an

19 accountability framework is required in Manitoba.

20 Manitoba Hydro submits that the Energy Savings Act

21 creates the framework for success that's been referred

22 to by Mr. Dunsky in his testimony.

23                The Province of Manitoba has considered

24 this issue and has given its direction as to the

25 framework appropriate for Manitoba in this legislation.
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1 And it continues to provide its review and oversight by

2 ongoing consultation and reporting contemplated by the

3 Energy Savings Act.

4                That concludes my discussion.  I'll turn

5 the mic back to Ms. Ramage, unless you're wanting to

6 take a break at this point.  Thank you.

7                MS. PATTI RAMAGE:   Sure.  I think my

8 next piece is probably about half an hour, so.  And I -

9 - don't hold me to that though.

10                THE CHAIRPERSON:   We can take a break

11 after that.

12                MS. PATTI RAMAGE:   Okay.  Thanks.  If

13 anyone's keeping track, I'm going to be moving to

14 resource planning, which is Section 5 in the written

15 final argument, and dealing first with slide 35, with

16 integrated supply and DSM plan evaluation.

17                Manitoba Hydro has undertaken an

18 integrated resource planning process which evaluates

19 various combinations of supply-side and demand-side

20 options to obtain an overall optimum combination and

21 plan.

22                As part of fulfilling that commitment,

23 Manitoba Hydro is committed to pursuing all economic

24 DSM.  Various participants have expressed concern that

25 they don't believe Manitoba Hydro is undertaking
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1 integrated resource planning.  Mr. Dunsky expressed

2 concern that Manitoba Hydro:

3                   "...risks locking itself into a path

4                   of new supply that, as a result, will

5                   lock out much -- lock out the much

6                   less expensive option of more

7                   efficient demand."

8                Manitoba Hydro is undertaking integrated

9 planning that combines supply and demand options.

10 Manitoba Hydro has not locked itself into a new supply

11 path.  The selection of resources in any commitment

12 will depend on the outcome of this NFAT process and

13 subsequent government decisions.

14                Next slide.  Manitoba Hydro's Power

15 Smart Plan is an integral component of the

16 Corporation's resource plans.  Our DSM strategy is to

17 pursue all economic DSM opportunities.  The Power Smart

18 Plan is developed following this principle, and results

19 in DSM being a preferred option relative to alternative

20 supply-side options within the integrated resource

21 planning process.  All of the NFAT development plans

22 and pathways include DSM, and whichever plan -- plan or

23 pathway is ultimately pursued will involve expanding

24 DSM.

25                Manitoba Hydro has acknowledged that the
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1 one point five (1.5) times DSM and four (4) times DSM

2 sensitivity evaluations in Chapter 12 of the initial

3 filing did not provide an integration of DSM and

4 supply, which determines the optimum level of DSM.

5 Rather, the DSM options were assessed in combination

6 with the supply options after the August submission,

7 and were provided to the NFAT process in March of 2014.

8                These integrated resource plans are

9 further documented in Manitoba Hydro Exhibit 104-16.

10 Mr. Wojczynski explained that:

11                   "This exhibit contains evaluations of

12                   different combinations of DSM and

13                   supply options which can each be

14                   compared to any of the others to

15                   determine the overall optimum

16                   combination."

17                Next slide, and turning to the

18 generation planning criteria.  Manitoba Hydro has a

19 duty to provide for a reliable and dependable supply of

20 power.  This is a tremendous responsibility.  The

21 planning criteria is the means by which Manitoba Hydro

22 plans its system to provide reasonable assurance that

23 load can be met over winter peaks, during droughts, or

24 other contingencies, including equipment outages and

25 extreme loads, and recognizing that loads can be higher
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1 than forecast due to, for example, exceptionally cold

2 weather.

3                It should be understood that the

4 generation planning criteria is used to ensure that

5 sufficient resources exist to respond to contingencies,

6 but in no way does it limit Manitoba Hydro's ability to

7 respond to these types of contingencies on an

8 operational or real-time basis.  The generation

9 planning criteria consists of an energy criterion and a

10 capacity criterion, both of which must be satisfied in

11 order to ensure a reliable supply of electricity

12 adequate for the needs of the province.  The capacity

13 and energy criteria are both set out in Sections 5.3.1

14 of the written argument, and I'm not going to read them

15 into the record.

16                The generation planning criteria is a

17 fundamental reliability criteria that must be met by

18 all components of proposed development plans.  Eco --

19 economic substitutions which would compromise

20 reliability are not permitted.

21                Yeah.  Slide 38.  No party to the

22 proceeding, including La Capra, raised any issues with

23 regard to the capacity criterion of the generation

24 planning criteria.  Manitoba Hydro shares the concerns

25 articulated by MIPUG in its final argument with respect
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1 to La Capra's comments regarding Manitoba Hydro's

2 energy criterion.

3                While La Capra acknowledged in its

4 report that Manitoba Hydro's energy criterion requiring

5 dependable resources to be available in the event of

6 driest flow conditions is, quote:

7                   "...generally consistent with other

8                   hydro-dependent systems."

9                End quote.  It claimed that limitations

10 on import energy in the energy criterion are very

11 conservative, and summarized the energy criterion as

12 having some unique limiting features which restrict

13 resource planning options.

14                In both -- slide 39 -- in both Manitoba

15 Hydro's rebuttal evidence and during cross-examination,

16 Manitoba Hydro pointed out a number of other

17 jurisdictions including BC, Ontario, Quebec, the

18 Maritimes, and the US Pacific Northwest region, where

19 there exists limitations on external supply or imports.

20                In its evidence, La Capra contrasted

21 Manitoba Hydro's desire for self-sufficiency in the

22 event of the driest flow conditions on record with the

23 approach adopted by BC Hydro and its target of self-

24 sufficiency during average flow conditions.

25                La Capra erroneously described the
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1 difference in approaches as drastic, and they suggested

2 that Manitoba Hydro's approach was overly conservative.

3 The flaw in this superficial analysis became apparent

4 during cross-examination, when it was demonstrated that

5 relative to the desi -- to the size of domestic load

6 and exposure to drought conditions, Manitoba Hydro's

7 energy criterion actually allows greater reliance on

8 imports than does British Columbia's.

9                At the conclusion of this lengthy and

10 perhaps painful cross-examination, if you were the one

11 asking the questions, La Capra indicated that its

12 comments regarding the unique and limiting features

13 which restrict resource planning operations in Manitoba

14 Hydro's energy criterion were not made with respect to

15 other hydro systems, but were rather in comparison to

16 thermal systems.

17                Manitoba Hydro doesn't disagree with Mr.

18 Peaco's conclusion in his oral esti -- testimony, that

19 Hydro's systems are unique in their use of energy

20 criterion as opposed to a thermal system, however, this

21 isn't much of a revelation.

22                Manitoba Hydro does not agree with the

23 statement that this is consistent with La Capra's

24 written evidence which, while acknowledging the

25 requirement for dependable resources to be available in
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1 the driest flow conditions, nevertheless portrayed

2 Manitoba Hydro's limit -- limits on import energy to

3 make up potential energy shortfalls as being unique

4 amongst hydro systems.

5                It is important that the Board recognize

6 that this is not the case, that such limitations are

7 common in predominantly hydro systems, and that

8 Manitoba Hydro's criteria is not overly conservative,

9 and in fact, allows greater reliance on imports than

10 other hydro-base -- based systems, such as BC Hydro or

11 in the Pacific northwest.

12                Manitoba Hydro believes that La Capra's

13 lack of experience and expertise with respect to large,

14 predominantly hydro systems has resulted in their

15 failure to recognize the critical need and the

16 significance of the energy criterion.

17                Manitoba Hydro notes that La Capra's Dan

18 Peaco and John Athas were only conditionally qualified

19 as expert witnesses with regard to large hydro

20 projects.  The Board should be mindful of -- of this

21 lack -- lack of experience when it assesses the

22 comments of La Capra, particularly with respect to the

23 possibility of relaxing a critical reliability

24 component of Manitoba Hydro's generation planning

25 criteria.
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1                This lack of expertise in the

2 determination of need for a large, predominantly hydro

3 system also revealed itself when La Capra made a

4 serious error responding to Information Request PUB/LCA

5 First Round 20.  In this response, La Capra determined

6 the potential need dates based on various changes that

7 they imposed on the planning criteria assumptions.

8                As part of the response to this, La

9 Capra assessed the need date for new resources based on

10 a planning criteria assumption entitled, "Use average

11 hydro supply," and they used that in place of Manitoba

12 Hydro's assumption of dependable hydro supply.

13                In cross-examination, La Capra

14 ultimately agreed that such a proposal would not meet

15 the needs of the province during a drought, and in

16 fact, would be reckless.  And here I refer you to

17 transcript page 6,228.

18                La Capra's lack of experience in the

19 determination of need for new resources in a large,

20 predominantly hydro system was also shown in their

21 desire to increase Manitoba Hydro's reliance on energy

22 imports within the energy criterion without any

23 consideration of reliability impacts.

24                La Capra was treating the energy

25 criterion as an economic consideration to be optimized
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1 rather than a criterion that must balance an adequate

2 level of reliability with economics.

3                La Capra missed the point of the energy

4 criterion.  The question is not whether relaxing a

5 reliability requirement might be economically

6 beneficial.  The question that should be asked is, If

7 you relax the reliability requirements of the planning

8 criteria, will the province -- will the system continue

9 to provide an adequate level of reliability for the

10 province?

11                La Capra didn't even attempt to address

12 how relaxing the reliance on imports to 20 percent or

13 some other level would impact reliability.  Their

14 experience is with thermal systems, and they're

15 experienced at that, but thermal systems don't utilize

16 energy criterions.  They don't need them.

17                Not respecting the reliability aspect of

18 the -- of the energy criterion highlights La Capra's

19 lack of experience with the predominantly -- with

20 predominantly hydro systems, and as it -- as previously

21 explained, any comments La Capra has on the energy

22 criterion should be treated with extreme caution.

23                Patrick Bowman demonstrated an

24 appreciation of the potentially disastrous impacts of

25 tinkering with reliaty -- reliability-based criteria in
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1 attempt to optimize economics without consideration

2 whether the increase in risk is acceptable.  And he

3 said:

4                   "And I would strongly recommend that

5                   the criteria not be departed from

6                   lightly, if at all, because yielding

7                   on that criteria is the decision

8                   about the lights going out.  It is a

9                   decision, and not for short periods

10                   of time.  It's a decision about not

11                   having enough power for an entire

12                   winter."

13                And that was at transcript page 10,121.

14                Generation planning criteria provide the

15 basis for determining when new resources are required

16 to ensure an adequate supply of capacity and energy for

17 Manitoba.  To determine Manitoba's electricity supply

18 need, Manitoba Hydro regularly assesses domestic demand

19 and firm export commitments to arrive at total demand.

20 Total demand, which is net of DSM, is then compared to

21 current supply.  In the filing at Chapter 12, total

22 demand was projected to exceed existing supply

23 beginning around 2023, even with no new export

24 commitments.

25                We should be at slide 41 now.  The need
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1 for new supply to meet Manitoba domestic load is the

2 principal driver for the Preferred Development Plan.

3 Increased levels of DSM will defer the need for new

4 resources to serve Manitoba load.

5                The results of the supply and demand

6 tables in Manitoba Hydro Exhibit 104-3 are summarized

7 in Section 5.4.2 of the argument.  You will see on the

8 chart on the screen that applying DSM Level 2 defers

9 the need for new resources to 2031 with no pipeline

10 load, and to 2024 with the pipeline load.

11                Next slide.  It has been suggested that

12 there is no justification for new generation related to

13 the need to supply Manitoba load until the late 2020s

14 or beyond.  In general, the assumption is that, with a

15 combination of low load growth and continually

16 expanding DSM, there is an ability to forego new hydro

17 generation for the early or mid-2020s, and instead

18 count on natural gas generation or some other short

19 lead time resource in the event that new generation is

20 required earlier.

21                While there is no absolute certainty

22 that new generation is needed before the mid-2020s,

23 there is inherent uncertainty in the need date, and

24 there is a high likelihood that new generation will be

25 required in the mid-2020s.  It would be imprudent for
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1 Manitoba Hydro to simply assume that no new generation

2 is required until the late 2020s.

3                The 750 megawatt interconnection,

4 together with the advancement of Keeyask to serve long-

5 term export contracts, has the effect of reducing the

6 risk related to uncertainty in load growth.  It

7 provides a form of insurance for higher load growth.

8                In addition, plans for Keeyask and the

9 750 megawatt interconnection provide economic benefits,

10 even if the load growth doesn't materialize.  This is

11 evidenced by the plans with Keeyask, the

12 interconnection, and long-term export sales, resulting

13 in approximately $400 million of NPV benefits to

14 Manitoba Hydro, regardless of the level of DSM, or even

15 in a scenario of flat load growth not requiring any

16 generation.  And there I refer you to transcript page

17 9,948.

18                Next slide.  Committing to Keeyask for

19 2019 and a 750 megawatt interconnection, together with

20 long-term export sales, has two (2) distinct and major

21 fundamental advantages from a supply planning

22 perspective.

23                First, when considering the risk of

24 higher load growth, the system surplus under

25 development plans with Keeyask, the 750 megawatt
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1 interconnection, and long-term export sales, inherently

2 provides a degree of assurance, reliability, and energy

3 security.

4                As stated by MIPUG, and contrary to the

5 suggestion of GAC in its final submission, large

6 industrial loads may be committed by customers with

7 relatively short lead times.  Development plans with

8 Keeyask, the 750 megawatt interconnection, and long-

9 term export sales are better able to accommodate sudden

10 higher domestic load growth as compared to shorter lead

11 time resource options.

12                Second, when compared to other

13 development plans, plans with Keeyask, the

14 interconnection, and the export sales inherently

15 provide a large amount of emergency reserve load

16 carrying capacity and energy, which provides additional

17 insurance against major equipment failjures --

18 failures, or more severe conditions than would be

19 protected through normal resource planning.

20                Manitoba Hydro submits that there's a

21 substantial likelihood of needing new generation in the

22 early 2020s.  The dependable energy supply and demand

23 calculations utilize the expected load forecast.  By

24 using the expected load forecast, it's equally likely

25 that actual load growth will be either higher or lower
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1 than the forecast.  As referenced in Manitoba Hydro's

2 rebuttal evidence, Exhibit 85-2, there is a material

3 probability of the domestic load growth exceeding the

4 dependable supply in the early 2020s.

5                Given uncertainty in load growth, new

6 supply could be required in 2023 with 41 percent

7 probability, or 2022 with 31 percent probability.

8 These probabilities don't take into account load

9 variations due to weather, nor any uncertainties in

10 achieving DSM targets.

11                Advancing Keeyask to 2019 takes

12 advantage of the interconnection opportunity, is

13 economic, and it provides risk management through

14 protecting against potential increases in load growth,

15 or lower levels of DSM.

16                And I have to say, that came in five (5)

17 minutes faster than I expected.  Ms. Fernandes is going

18 to handle the next section.  So, Mr. Chairman, it's up

19 to you whether the panel -- we're switching off so that

20 we keep fresh, but the panel doesn't have that

21 advantage.  So it's up to you.

22                THE CHAIRPERSON:   It's probably an

23 appropriate time to take a break, so let's take ten

24 (10) minutes or so.

25
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1 --- Upon recessing at 10:24 a.m.

2 --- Upon resuming at 10:42 a.m.

3

4                THE CHAIRPERSON:   If everyone will

5 resume positions, we'll resume the closing arguments,

6 please.

7                MS. ODETTE FERNANDES:   Thank you.  Good

8 morning, Mr. Chair, Board members Kapitany, Bel, Grant,

9 and Soldier.  I will now be dealing with the area of

10 Manitoba Hydro's supply options.  And that is located

11 in Section 6 of the written argument, at pages 69 to

12 78.

13                Manitoba Hydro undertook a thorough and

14 structured screening of potential supply options.  This

15 screening process identified key attributes for

16 resource options and, in particular, those specific

17 attributes that would cause a resource option to be

18 screened out of further analysis.  The screening

19 process resulted in the selection of DSM, Keeyask,

20 Conawapa, natural gas fire generation, a generic wind

21 farm, and imports for further consideration.

22                Manitoba Hydro has acknowledged in the

23 NFAT submission and during the NFAT process that

24 changing circumstances over time may improve the

25 attractiveness of certain resource options.  However,
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1 it is Manitoba Hydro's position that at this time the

2 uncertainty is significant enough to screen out these

3 resource options from further analysis as it relates to

4 development in Manitoba.  From a utility scale

5 perspective biomass, solar, and in-lake wind each have

6 their own specific challenges at this time for

7 development in Manitoba.

8                The evidence presented to the PUB

9 clearly demonstrates that the methodology used by

10 Manitoba Hydro to develop the Keeyask and Conawapa

11 capital cost estimate is industry standard and best

12 practice.

13                Knight Piesold, the independent expert

14 consultant retained by the PUB confirmed the approach

15 and methodologies used by Manitoba Hydro for its

16 capital costs, operation, and maintenance estimates for

17 Conawapa and Keeyask.  They stated that they were

18 consistent with best practice.  And that's found at

19 page 1 of the January 13th KP report.  Further, KP

20 commented that the anticipated operation costs were

21 within industry norms and are well documented.

22                In our written evidence we have referred

23 you to comments made -- made by KP in which they

24 describe a high quality estimate as satisfying four (4)

25 characteristics.  First, they must be credible.
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1 Second, it must be well documented.  Third, it must be

2 accurate.  And fourth, it has to be comprehensive.  The

3 evidence provided by both Manitoba Hydro and KP was

4 that Manitoba Hydro's estimates met all of these

5 criteria.  I will be addressing each of these factors

6 in three (3) points today.

7                First of all, the estimate for both

8 Keeyask and Conawapa are credible.  Manitoba Hydro

9 utilized industry standard and best practices when

10 producing the estimates for Keeyask and Conawapa.  The

11 estimates were guided by the Association for

12 Advancement of Cost Engineering International

13 recommended practices for cost estimate development.

14                External experts were engaged where

15 necessary, and KP confirmed that individuals involved

16 in developing the estimates within Manitoba Hydro are

17 also experts at estimating.  Lessons learned from the

18 Wuskwatim Project and current market information from

19 both heavy civil projects and North American

20 hydroelectric projects were used to formulate the

21 underlying assumptions that went into the estimating

22 process.

23                In addition to helping define the

24 estimates for Keeyask and Conawapa, lessons learned

25 from Wuskwatim were applied to the Keeyask and Conawapa
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1 execution plans.  The lessons learned are set out more

2 fully in our written argument, however, they do include

3 the need to complete infrastructure work ahead of

4 project commencement to reduce the risk to the

5 construction schedule, and provide additional benefits

6 to Aboriginal communities.

7                THE COURT REPORTER:   Excuse me, Ms.

8 Fernandes, where are you in the final argument?

9                MS. ODETTE FERNANDES:   Oh, in the

10 written argument?

11                THE COURT REPORTER:   Yes.

12                MS. ODETTE FERNANDES:   It is Section 6.

13 Page 62.

14                THE COURT REPORTER:   Thank you.

15                MS. ODETTE FERNANDES:   Another lesson

16 learned is that the benefit of early contractor

17 involvement.  Manitoba Hydro has hired the general

18 civil contractor two (2) years before construction of

19 the principle generating station structures.  This

20 early involvement allows for the contractor's

21 constructions expertise and knowledge to be

22 incorporated into the final design, which is expected

23 to reduce construction costs.

24                It also permits the contractor a greater

25 opportunity to plan their work, secure -- secure their
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1 staff and the necessary labour, and form alliances with

2 Manitoba suppliers and subcontractors well before the

3 actual site work begins.  In addition to engaging the

4 general civil contractor earlier in the process,

5 contracts such as the electrical and mechanical works

6 are being bundled under the GCC to help reduce

7 potential interface and scheduling issues which would

8 otherwise have the potential to drive up construction

9 costs.  KP has supported this decision as a very sound

10 move.

11                Another lesson learned is that improving

12 labour outcomes should be a focus from the start of the

13 project planning.  Through the Keeyask Infrastructure

14 Project, Manitoba Hydro has built a premier camp, which

15 will improve the attraction and retention of workers.

16 Manitoba Hydro will work with the general civil

17 contractor to jointly develop labour strategies during

18 the early contractor involvement phase.  A labour

19 reserve has also been included to help address

20 additional labour-related issues.

21                The Keeyask estimate captures the most

22 up-to-date information, and is accurate and well-

23 documented.  One (1) of the challenges in the NFAT

24 process is that Manitoba Hydro has tried to ensure that

25 the panel has the most up-to-date information on which
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1 to base its review.  This has meant that Manitoba Hydro

2 staff were continually refining and updating

3 information.

4                On March 10th of 2014, the general civil

5 contract was awarded to BBE Hydro Constructors Limited

6 Partnership, a partnership consist -- consisting of

7 Bechtel Canada, Barnard Construction of Canada, and

8 EllisDon Civil Limited.  The contract was awarded for

9 1.4 billion, and represents the single biggest contract

10 on the Keeyask Project.  You may recall that Bechtel

11 was the lead of the GCC consortium on the Lime --

12 Limestone Project, which was completed both on time and

13 on budget.

14                The GCC costs were integrated into the

15 recent revisions to the capital cost estimate, and were

16 presented in this -- in these NFAT hearings.  We would

17 also like to remind the panel that KP had the

18 opportunity to meet with Manitoba Hydro and review the

19 direct estimate tables.  They found that both the

20 quantities and unit rates are reasonable.

21                KP also applied typical unit rates to

22 Manitoba Hydro material quantities to produce a similar

23 cost estimate for both Keeyask and Conawapa, which

24 accorded to -- according to KP, afforded some comfort

25 that the cost estimate is in the correct ballpark.
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1                The overall expected in-service cost for

2 Keeyask has been prepared by Manitoba Hydro with as

3 much completeness as can be reasonably be expected at

4 this stage.  Eighty percent of the contracts for

5 Keeyask have now been awarded, and these contract costs

6 have been included in the estimate.

7                The current estimate is no longer bottom

8 up, as was the estimate created in 2009.  It is now a

9 blended estimate that includes the awarded contracts

10 with an anticipated completion date of November 2019.

11 The -- the estimates, therefore, meet the criteria of

12 being well documented and accurate.

13                Manitoba Hydro's estimate of 6.5 billion

14 for the Keeyask generating station is comprehensive and

15 reliable.  Manitoba Hydro has, through the NFAT low,

16 reference, and high scenarios, identified a range of

17 probable costs that may occur for the Keeyask

18 generation station and has incorporated those ranges

19 into its economic and financial analysis of the various

20 plans.  These scenarios use contingency values of P10,

21 P50, and P90 respectively.   The NFAT high scenario

22 using a P90 contingency was used to help establish an

23 appropriate upper limit of costs.

24                After KP was -- had presented their

25 evidence to the panel they then asked to meet with Mr.
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1 John Hollmann, of Validation Estimating, the consultant

2 Manitoba Hydro used in their contingency planning.  Mr.

3 Hollmann's evidence was then presented as rebuttal

4 evidence in Manitoba Hydro's Exhibit 85-2.

5                As this evidence was not previously

6 reviewed by the panel and as it directly addresses

7 contingency planning and, therefore, the reliability of

8 Hydro's estimate, I would like to quote from it.  And

9 the quote can be found in Appendix A of Manitoba Hydro

10 Exhibit 85-2.  Mr. Hollmann states:

11                   "The meeting was directed by KP, and

12                   I answered their questions.  In the

13                   meeting, I advised KP that, in my

14                   opini -- opinion, using a P90 value

15                   for contingency planning for capital

16                   projects like Keeyask is

17                   unnecessarily high, contingency being

18                   an amount of money that is expected

19                   to be expended.

20                   I am of the opinion that a P50 value

21                   is reasonable and represents an

22                   amount that permits a project manager

23                   to respond to typical risks as they

24                   develop without unreasonably delaying

25                   the project through additional
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1                   approval processes.

2                   I also advise that whatever is

3                   included in the conti -- contingency

4                   under the project manager's authority

5                   has an increased likelihood of being

6                   spent because controlled discipline

7                   is never perfect.

8                   I advise that approximately 20

9                   percent of all projects are completed

10                   below the base estimate.  And unlike

11                   risk assessments, base estimates tend

12                   to be biassed conservatively and do

13                   not use the contingency at all,

14                   although this occurs less frequently

15                   with mega projects.

16                   When considering the high-case

17                   scenarios, I stated that one would

18                   only typically see a P90 value used

19                   for a high business case scenario.

20                   The tail of the distribution curve

21                   once P90 is exceeded is long and

22                   asyptoc -- asymptotic.  Contingency

23                   greater than P90 would start dragging

24                   out the tail of the curve, which is

25                   why it isn't generally used for
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1                   quantitative analysis.

2                   In my opinion, a worst-case scenario

3                   cannot be used for business model

4                   funding, as almost no projects would

5                   get approval if the true worst case

6                   was used."

7                And Manitoba Hydro did include copies of

8 meeting notes, together with Mr. Fichot's email

9 confirming that the notes were accually -- accurately

10 represented the content of the meeting.

11                One (1) of the issues which has captured

12 the attention of both the Intervenors and the media has

13 been the perceived cost overruns that occurred during

14 the planning and execution of the Wuskwatim Project.

15                Over a nine (9) year period, the capital

16 cost for the Wuskwatim Project increased from 988

17 million in CEF03 to 1.77 billion in CEF12.  Not

18 surprisingly, some of the cost increases that Wusk --

19 that Wuskwatim incurred was as a result of the three

20 (3) year deferral to the Wuskwatim in-service date.

21 Additionally, since the NFAT for Wuskwatim occurred

22 much earlier in the process than for Keeyask, the

23 project was not well defined and the estimate was,

24 therefore, not as robust at the time of the Wuskwatim

25 NFAT as it is now for Keeyask.
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1                The supporting infrastructure for

2 Keeyask, which is -- which is being developed through

3 the Keeyask Infrastructure Project, is almost complete,

4 providing a high degree of cost certainty.  The Keeyask

5 GCC has also been awarded.

6                At the time of the Wuskwatim NFAT, the

7 infrastructure had not yet been built, nor the general

8 civil contract awarded.  On Wuskwatim, the cost

9 increases from the time the infrastructure was complete

10 and the general civil contract was awarded to project

11 completion was approximately 10 percent.  If this same

12 increase were to occur on Keeyask, Manitoba Hydro would

13 utilize the P50 contingency as well as the labour and

14 escalation reserves, and still remain within the

15 control budget of 6.5 billion.

16                Manitoba Hydro has learned from the

17 experience with Wuskwatim, and it has confidence that

18 the Keeyask project has an appropriate control --

19 control budget and includes sufficient reserves to

20 offset specific cost increases similar to those that

21 occurred during Wuskwatim.

22                It is therefore not appropriate to use

23 Wuskwatim as a reference or criticism of Manitoba

24 Hydro's ability to estimate, or to infer that costs of

25 Keeyask are at risk of similar increases.  The estimate
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1 for Keeyask is credible, well documented, accurate, and

2 comprehensive, thereby fulfilling all of the criteria

3 KP had stated is required for a high-quality estimate.

4                If the 6.5 billion estimate for Keeyask

5 is of a high quality, could one conclude that it is

6 therefore reliable?  Manitoba Hydro submits that it is.

7                There has also been concern expressed by

8 some parties and by the panel itself as to the

9 possibility that the costs of Keeyask will continue to

10 increase.  Manitoba Hydro reminds the panel of the

11 comments of Dr. Borison.  He cautioned against assuming

12 that because costs have recently increased, that they

13 will continue to do so, and called this type of

14 thinking 'anchoring'.

15                At transcript page 1,651, Dr. Borison

16 stated:

17                   "And there certainly have been

18                   changes, no doubt about that, and

19                   particularly in capital costs."

20                He went on to say:

21                   "One (1) of the number one biases

22                   that people have in their judgment is

23                   what's called anchoring which you

24                   tend to really remember what happened

25                   today, but you don't realize maybe
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1                   the future will be different from

2                   that.  And so there is a tendency to

3                   al -- almost jerk around like if

4                   you're sailing to basically go one

5                   way, and then the other way when

6                   things change.  You have to be

7                   careful about that.  It doesn't mean

8                   you don't want to use the latest

9                   information, but you have to be

10                   careful you don't overweight what you

11                   just found out."

12                He concluded by saying:

13                   "So not contradicting the idea of

14                   updating and being careful about

15                   that, but you have to be careful,

16                   let's say, not to overadjust your

17                   forecast for the year 2030 based on

18                   what happened last week."

19                Manitoba Hydro recognizes that recent

20 industry studies have found that the tendency for major

21 infrastructure project costs to increase is

22 predominantly in the early definition phases of the

23 project planning and is largely a systemic risk.

24                One (1) of the reasons that Keeyask cost

25 estimates has increased over the past few years is
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1 because Manitoba Hydro has considered and included the

2 systemic risk in its estimate.  The PUB should take

3 comfort from the fact that Manitoba Hydro has

4 incorporated all current information into the estimate

5 and made adjustments as required.

6                KP has thoroughly reviewed Manitoba

7 Hydro's estimating process and confirmed that the

8 methods used are industry standard.  Some other

9 conclusions from KP are noted on slide 52 as well.

10                The output of Manitoba Hydro's industry

11 standard estimating practice is -- is that 6.5 billion

12 capital cost estimate for the Keeyask generating

13 station is a sensible control budget for the project.

14                I will now move on to the topic of wind.

15 Manitoba Hydro has based the assumption for the cost of

16 building wind in Manitoba on a Manitoba-specific

17 estimate provided by the independent consultant GL

18 Garrad Hassan, and has verified this estimate using

19 applicable industry information.

20                The main source for the capital cost of

21 wind used by La Capra, Knight Piesold, and GAC to

22 support their arguments regarding Manitoba Hydro's

23 alleged high capital costs for wind is the US

24 Department of Energy report entitled '2012 Wind

25 Technology Market Report', which represents an average
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1 cost of seventeen hundred and sixty dollars ($1,760)

2 per kilowatt for wind projects constructed in the

3 interior region of the USA in 2012.

4                Manitoba Hydro contends that the average

5 project costs for wind projects constructed in the

6 interior region of the USA in 2012 is not

7 representative of the cost to develop wind generation

8 in Manitoba.  Mr. Peaco acknowledged that the interior

9 region included forty-two (42) wind projects installed

10 in 2012 from North Dakota to Texas, with a range of

11 capital costs from fourteen hundred dollars ($1,400)

12 per kilowatt to twenty-four hundred dollars ($2,400)

13 per kilowatt.

14                He recognized that these costs were

15 basically -- were base -- based largely on projects

16 from southern states such as Texas.  He also

17 acknowledged that while the cost reported for the

18 interior US may be most representative, it is not

19 Manitoba data.

20                Manitoba Hydro provided evidence based

21 on construction industry data that costs to build are

22 generally higher in Manitoba than even in North Dakota.

23 Power Advisory's Mr. Stevens initially recommended

24 using the seventeen hundred sixty dollars ($1,760) per

25 kilowatt for the cost of wind generation, and then his
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1 direct evidence changed this recommendation to the use

2 of nineteen hundred and forty dollars ($1,940) per

3 kilowatt, and those are in 2012 dollars.

4                As the basis for using the higher

5 estimate, he stated:

6                   "I can't say with confidence that I

7                   understand why costs are lower in the

8                   Midwest.  So we thought it was

9                   certainly more conservative to use

10                   the average for all of the US rather

11                   than the average specifically for the

12                   Midwest."

13                This further illustrates that caution

14 must be applied when comparing construction costs in

15 Manitoba to US industry data and that Manitoba Hydro's

16 reference case estimate of capital cost for wind

17 without transmission costs of twenty-one hundred

18 dollars ($2,100) per kilowatt is reasonable and

19 appropriate.

20                During cross-examination by Manitoba

21 Hydro, Mr. Stevens indicated that he would have

22 preferred to rely upon a study of wind costs

23 specifically adjusted for Manitoba.  Manitoba Hydro did

24 better than the approach described by Mr. Stevens.  In

25 developing its capital cost estimates, Manitoba Hydro
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1 retained third-party consultants to develop specific

2 estimates for Manitoba based on actual costs provided

3 by actual turbine manufacturers, not just a survey of

4 costs adjusted for Manitoba.  The PUB and ICs have

5 access to the Garrad Hassan report that was relied upon

6 for this pursus -- purpose.

7                Manitoba Hydro maintains that using a

8 constant capital cost with no real escalation and a

9 constant capacity factor for future wind projects are

10 appropriate assumptions for the economic comparison of

11 development plans.

12                La Capra, Knight Piesold, and GAC's

13 witness, Mr. Stevens, predict a declining trend in the

14 cost of onshore wind projects.  The primary source that

15 all three (3) of these consultants used for this

16 assumption is a recourse -- report produced by the

17 National Research and Engineering Laboratory.

18                While the report provides perspectives

19 on future costs and performance of wind technologies,

20 the report also provides the following conclusion

21 characterizing the state of the current knowledge and

22 providing context to the information contained within

23 the report.  And I quote:

24                   "The technology is now at a point

25                   where an optimal cost of onshore wind
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1                   energy may result from little or no

2                   further capital cost reductions and

3                   perhaps even modest capital cost

4                   increases are continued performance

5                   improvements.  In this environment it

6                   is possible to see capital costs

7                   remain relatively flat with possible

8                   modest reductions or increases,

9                   depending on local market conditions

10                   into the future, and to see

11                   performance increases as the primary

12                   target -- target of original

13                   equipment manufacturers."

14                As evidenced by the National Research

15 and Engineering Laboratory conclusion, whether the

16 capital cost of wind will decline in the future is

17 unknown and uncertain, particularly when factoring in

18 potential cost increases required to achieve a higher

19 capacity factor, which will improve performance.

20                Caution associated with assuming

21 declining capital costs and increased performance was

22 noted by GAC's expert, Mr. Stevens, when he stated:

23                   "To assume both declining capital

24                   cost and increasing capacity factors

25                   runs the risk of double counting."
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1                La Capra has taken liberties in

2 application of the information contained within the

3 NREL report to wind projects in Manitoba, assuming both

4 a significant continuing decline in capital costs in

5 the order of 1 percent per year until 2030 and a higher

6 capacity factor of 43 percent.  Manitoba Hydro finds

7 this position to be optimistic and hopeful, given the

8 inherent uncertainty in the future costs of wind

9 development.

10                Manitoba Hydro expects that new wind

11 projects built in Manitoba will be developed on sites

12 that will have progressively less ideal wind resources,

13 which in turn will reduce performance and related

14 capacity factors.  This position was supported by Mr.

15 Stevens, who confirmed that:

16                   "Holding all else constant, one would

17                   expect to see a drop in the capacity

18                   factors as better sites are

19                   developed."

20                Despite the reality of declining site

21 conditions, Manitoba Hydro assumed in the NFAT

22 submission that technological improvements will achieve

23 incrementally higher capacity factors at future sites.

24 These competing considerations effectively result in a

25 constant system capacity factor for wind projects into
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1 the future.

2                Manitoba Hydro also assumes that these

3 technological improvements will come at a cost, and

4 that increased cost will approximately offset potential

5 future capital cost reductions.

6                Moving onto solar PV.  In Chapter 7 of

7 the NFAT submission, solar PV resource options were

8 considered for evaluation as utility scale options.

9 Manitoba Hydro also recognizes that there is a pen --

10 potential over the longer term for it to become

11 attractive for customers to install solar generation as

12 a form of self-generation.  The potential and timing of

13 the adoption of solar PV for self-generation in

14 Manitoba is discussed in Section 4.3 of DSM grid

15 parity.

16                Manitoba Hydro provided two (2) key

17 reasons for screening out utility scale solar PV

18 generation in the Development Plan analysis in the NFAT

19 submission.  First, cost, and secondly, the significant

20 intermittence of the solar resource.  In its rebuttal

21 evidence, Manitoba Hydro stated that:

22                   "Due to the intermittent nature of

23                   solar PV, significant instantaneous

24                   variability in generation must be

25                   either managed with backup generation
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1                   or with a type of storage technology,

2                   increasing the capital cost

3                   significantly and/or incurring system

4                   integration costs."

5                The additional costs associated with

6 managing intermittence were not recognized by La Capra.

7 In cross-examination, Mr. Dunsky recognized the need to

8 include additional costs to manage intermittency of the

9 solar PV resource options.  Manitoba Hydro acknowledges

10 that solar PV is one (1) of the resource technology

11 which is experiencing a downward trend in costs, and

12 which has potential for additional decline.

13                Manitoba Hydro is of the view that the

14 current competitive position of solar generation

15 remains heavily dependent upon North American

16 governments promoting solar generation through feed-in-

17 tariffs, tax credits, renewable portfolio standards,

18 and climate change legislation.

19                I will now turn it back to Ms. Ramage to

20 speak to you about Manitoba Hydro's development plans.

21                MS. PATTI RAMAGE:   And -- and before I

22 begin on the development plan section, I should note

23 that in the written argument, sandwiched between the

24 supply option section that Ms. Fernandes just dealt

25 with, and development plans is a section on
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1 transmission.  That transmission section in the written

2 argument includes discussions of reliability criteria

3 for transmission, the transmission export limit,

4 compliance with NERC TPL-002, adequacy of facilities,

5 and need for a US tie-line.

6                These are all topics that I would say

7 Ms. Moroz and Dr. Jacobson put together the written

8 argument.  They're not topics that are really conducive

9 to an oral submission.  They're very complex and

10 technical.  They are there in the written submission,

11 if the Board wishes to review them, but it wasn't our

12 intent to go over them this morning.

13                So dealing with development plans, and

14 if we could go to slide 58?  And here we are -- in

15 terms of the written argument, we're now at Section 8

16 of the written argument.  Manitoba Hydro's development

17 plans are the result of rigorous vetting and multi-year

18 processes that considered all feasible options.

19                The formulation of each of the fifteen

20 (15) development plans included in Chapter 8 of the

21 NFAT business case, and the nineteen (19) development

22 plans with the various levels of DSM provided

23 subsequently is based on the need for new resources and

24 the requirement to achieve a reliable and dependable

25 supply of bulk power for the system in Manitoba.
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1                Manitoba Hydro has provided a table at

2 slide 59 summarizing the nineteen (19) additional

3 development plans which were included in the DSM

4 evaluation performed subsequent to the filing of the

5 NFAT business case.  Even with the volume of analysis

6 provided by Manitoba Hydro in the NFAT process, one (1)

7 of the key findings contained in the direct evidence of

8 La Capra is that Manitoba Hydro's alternative

9 development plans were too limited.

10                The additional plans proposed by La

11 Capra are an All Combined Combustion Gas Turbine

12 Development Plan, a No New Generation Plan, a

13 sensitivity to the Wind/Gas Plan, and an Alternative

14 Hydro-based Plan.

15                Dealing with the All Gas Development

16 Plan, La Capra requested that Manitoba Hydro provide an

17 alternative All Combined Cycle Plan, alleging that the

18 All Gas Plan used by Hydro was not optimized.  After

19 Manitoba Hydro provided to La Capra the results of the

20 twenty-seven (27) scenarios for the All Combined Cycle

21 Plan, Mr. Peaco conceded, and I quote:

22                   "The combined cycle case actually was

23                   slightly less economic overall in the

24                   analysis, but it was not very

25                   different."
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1                And that's at transcript page 5,599.

2 The expected value of the Combined Cycle Plan was $180

3 million NPV, less economic than the All Gas Plan, and

4 the All Combined Cycle Plan was less economic under 80

5 percent of potential conditions, and you can see that

6 at LCA's updated 9-95U.

7                Dealing with the No New Generation Plan,

8 La Capra proposed a Development Plan with the intent of

9 deferring new generation as long as possible.  The

10 Development Plan includes increased DSM and fuel

11 switching, a new 750 megawatt interconnection,

12 relaxation of the import criteria to allow up to 20

13 percent of Manitoba load to rely on import energy, an

14 extension of the existing diversity agreements to the

15 end of the thirty-five (35) year detailed planning

16 horizon.  La Capra accepted and described this plan as

17 hypothetical, but they then proceeded to present and

18 analyze it as a viable development plan.

19                Dealing with La Capra's Wind/Gas

20 analysis, the LCA Wind/Gas analysis is not a new

21 development plan, but is described by La Capra as a

22 wind-cost assumption sensitivity.  In the analysis

23 presented by La Capra, the Manitoba Hydro  Wind/Gas

24 Development Plan was not modified, but the cost

25 assumptions in the economic analysis evalua --
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1 evaluation were changed by La Capra to lower the

2 capital costs, increase the capacity factor, and extend

3 the life of the assets.

4                Mr. Peaco conceded that even with the

5 relatively optimistic scenario of the -- the LCA

6 Wind/Gas scenario is still less economic than the

7 Preferred Development Plan.

8                Dealing with La Capra's alternative

9 hydro-based plan, Mr. Peaco testified that La Capra

10 combined the results from Plan 1 and Plan 2 to create

11 Plan 2A, which adds gas generation first, then Keeyask

12 -- then the Keeyask generating station.  La Capra

13 concluded that the NPA -- NPV of Plan 2A and Plan 2

14 were exactly the same.

15                The economic impact of La Capra's

16 alternative No New Generation Plan, its Wind/Gas

17 analysis and Gas/Keeyask Plans are discussed further in

18 Section 10 of the final argument.

19                Dealing now with need and opportunity.

20 The need for new supply to meet Manitoba domestic load

21 is a primary driver for the development plans

22 formulated in the NFAT business case.  Increased levels

23 of DSM will defer the need for new resources to serve

24 Manitoba.

25                If you could go to slide 60?  Manitoba
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1 Hydro's Preferred Development Plan takes advantage of a

2 tremendous opportunity that exists today to build

3 transmission, which will provide Manitoba with

4 increased firm transmission access extending into

5 Minnesota and Wisconsin in perpetuity.

6                At the outset, it's important that the

7 Board recognize that the benefits associated with this

8 opportunity are broad, as Mr. Cormie testified.  They

9 are not confined to just benefits associated with firm

10 export sales.  It's also vital the Board understand

11 that this opportunity is time-sensitive.

12                It would be a critical error to assume

13 Manitoba Hydro can defer acting on this opportunity and

14 expect the same or even a similar project will be

15 available at a later date.  The Great Northern

16 Transmission Line Project is at -- at best, a once-in-

17 a-lifetime opportunity.

18                Slide 61.  Benefits of new transmission

19 include improved system operation reliability, improved

20 system import capability for buy/sell opportunities and

21 drought supply, and expanded access to US markets to

22 maximize Manitoba Hydro's system operations with the

23 benefit of selling dependable energy for securing firm

24 revenue from long-term export sales, and surplus energy

25 for additional export revenue.  All of these benefits
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1 benefit the Manitoba ratepayer and Manitoba.

2                Additional transmission capacity is

3 necessary to maximize the value of Keeyask, Conawapa,

4 and DSM investments.  The interconnections make the

5 economics of hydro generation work.  As Mr. Bowman

6 testified, quote:

7                   "You can only do it with

8                   transmission."

9                End quote.  And that is at transcript

10 page 10,068.

11                A new 750 megawatt transmission line

12 with Keeyask would support development pathways that

13 involve Conawapa and associated major export contracts.

14 This includes the signed 300 megawatt Wisconsin Public

15 Service sale contract, which is dependent on the new

16 MISO firm transmission reservations that reach into

17 Wisconsin associated with the new line.  Here, I refer

18 you to transcript page 1,586.

19                Not proceeding with the 750 megawatt

20 line would result in the loss of these reservations,

21 leaving Manitoba Hydro's access into Wisconsin limited

22 to 100  megawatts.

23                As indicated by Mr. Cormie, the

24 transmission used to reach the MISO market has to be

25 firm transmission, as non-firm transmission is subject
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1 to curtailment because Manitoba Hydro is not a MISO

2 member -- or is not in MISO.  It is a MISO member.

3                If imports from Manitoba cause

4 congestion in MISO, and Manitoba Hydro is using non-

5 firm transmission service, MISO will cut the import

6 schedule.  Manitoba Hydro's spillways will open and

7 energy will be lost.

8                Indirect benefits of the 750 megawatt

9 interconnection -- and here we're at slide 62, are we?

10 They include increased import capability and improved

11 reliability at no additional cost.  La Capra concurred,

12 stating, quote:

13                   "It looks like every plan we have

14                   with transmission in it, to some

15                   level, so long as it includes some

16                   import capability, it has some

17                   value."

18                End quote, Mr. Bowman stated, quote:

19                   "The information we reviewed suggests

20                   that the 750 megawatt line brings

21                   benefits, even if you never build

22                   Conawapa.  The latest information

23                   also suggest that your economic

24                   benefits and the value from things

25                   like DSM are improved by having the
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1                   line.  The line isn't doubling down

2                   on product, on future production.

3                   It's also doubling down on future

4                   energy savings.  It improves all of

5                   your future scenarios."

6                And that can be found at transcript page

7 10,084.

8                Building new transmission needs a US

9 champion.  New transmission needs to be permitted in

10 the US by an entity who can demonstrate need in order

11 to serve US load, and has the ability to successful --

12 successfully finesse a presidential permit for an

13 international transmission line from the US government.

14                The timing of the import -- of the

15 window of opportunity is critical.  Mr. Cormie

16 explained that with these contracts, these utilities

17 are choosing not to build alter -- alternate supply

18 resources, but to rely on Manitoba Hydro as the

19 supplier.

20                Without these contracts, these utilities

21 will invest in other long-term supply options to meet

22 their needs.  The opportunity for Manitoba Hydro to

23 displace these other options will not return.  They

24 will be lost, and that's at transcript page 1,312.

25                In a discussion between Dr. Bel and Mr.
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1 Chernick regarding the wisdom of proceeding with

2 Keeyask and the interconnection when load growth in

3 Manitoba could potentially even run flat, Mr. Chernick

4 suggested that all the other benefits Manitoba Hydro

5 would secure could be a very good investment, even

6 without the Manitoba load.  Here he says:

7                   "Manitoba is not an island, and you

8                   have an unusually good opportunity

9                   here to do the right thing and reduce

10                   environmental damage and make money

11                   at the same time, and help out your

12                   neighbours to the south as well, and

13                   it's entirely possible that Keeyask

14                   and the transmission line will be

15                   part of a long-term strategy to do

16                   that."

17                And that's at transcript page 9,790.

18                Morrison Park Advisors noted that it

19 should not be presumed that amendments to the

20 commercial arrangements between Manitoba Hydro and its

21 US partners can be easily achie -- achieved or achieved

22 at all.

23                   "These are actually negotiated

24                   commercial agreements.  This is a

25                   bird in the hand, and if they are
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1                   going to be rejected in favour of an

2                   alternative, there bet -- there is a

3                   very high burden on alternatives to

4                   be demonstrated to be significantly

5                   superior to the real package and the

6                   real opportunity that is before us in

7                   completing the Keeyask construction

8                   and the 750 megawatt intertie, and

9                   all the -- the associated export

10                   contracts."

11                And that's at transcript page 7,256.

12                Mr. Bowman provided a similar conclusion

13 to that of Mr. Colaiacovo, emphasizing that requiring

14 confluence of events to achieve the benefits of the

15 Preferred -- he -- he emphasized the confluence event -

16 - of events that's necessary to achieve the benefits of

17 the Preferred Development Plan.  That's -- his evidence

18 is at trans -- it's transcript page 10,227.  I believe

19 that's where Mr. Bowman referred to it as a "mind

20 boggling" number of events that have to come together.

21                Now, if we could turn to slide 66?

22 Transmission investment is a condition of Minnesota

23 Power in Manitoba Hydro's power sale arrangements.  Mr.

24 Wojczynski testified that although it was studied, a

25 250 megawatt transmission interconnection is not an
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1 option for Minnesota Power, and as a result, not an

2 option available to Manitoba Hydro.

3                Mr. Cormie also testified that the 250

4 megawatt transmission line is not an option.  Minnesota

5 Power, in their certificate of need filing for the

6 Great Northern Transmission Line have stated that,

7 quote:

8                   "A 250 megawatt project would not

9                   meet the long-term needs of the

10                   region, would not prove to be cost-

11                   effective for their customers, nor is

12                   it environmentally preferable line

13                   over the long term."

14                And that's at transcript page 1,335.

15                Further, as indicated in the response to

16 LCA/Manitoba Hydro First Round 37, the 250 megawatt

17 interconnection is significantly more expensive for

18 Minnesota Power, is not as advanced, and does not

19 provide significant economic or reliability benefits to

20 Minnesota or the MISO region.

21                As such, a 250 megawatt interconnection

22 has significant risk of not being approved and

23 proceeding.  In contrast, the new 750 megawatt line is

24 attractive, as it facilitates additional innovative

25 wind storage provisions that optimize the value of
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1 Minnesota Power's wind energy investment, and when

2 combined with increased storage capacity, improved

3 savings in production cost, load costs, and reserve

4 costs, as well as reduced wind curtailment.

5                Recognizing Manitoba Hydro's longer term

6 need for more interconnections, building the new tie-

7 line large enough the first time will limit

8 proliferation of new transmission line corridors in the

9 future.  A lower capacity line greatly reduces these

10 utility, state, and regional benefits.

11                Manitoba Hydro has provided details of

12 the business arrangements for the construction and

13 operation of the Great Northern Transmission Line at

14 Section 8.3.2 of the final argument.  I don't think I

15 can do a better job of summarizing them than what

16 appears in the -- in the written argument.  They are

17 what they are, and I don't have anything to add in

18 terms of the argument.

19                If we could go to slide 67?  The PUB

20 advisors have questioned whether Manitoba Hydro could

21 require a 250 megawatt line based on a strict reading

22 of the terms of the 250 MP sale agreement.  While there

23 is no condition precedent in the agreement in favour of

24 Minnesota Power, both parties to the agreement have

25 conducted themselves based on the shared understanding
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1 that if construction of Keeyask does not commence by

2 June 1st, 2016, the agreement will terminate and no

3 interconnection will be built.

4                This shared understanding is confirmed

5 in the energy exchange agreement signed

6 contemporaneously with the 250 megawatt sale agreement,

7 the preamble of which sets out this understanding.  It

8 says:

9                   "And whereas MP is developing

10                   significant wind resources and

11                   desires to pump and store wind energy

12                   in conjunction with the construction

13                   of a new transmission interconnection

14                   between MP and MH, and MH's proposed

15                   new hydraulic generation

16                   development."

17                Further, Minnesota Power echoed this

18 justification in its certificate of need filing and its

19 ongoing proceedings for the Great Northern Transmission

20 Line with the Minnesota Public Utilities Commission.

21 The certificate of need identified Manitoba Hydro's

22 plans for new major hydraulic generation as a

23 justification for a 750 megawatt interconnection, and

24 specifically identified Keeyask as being needed for the

25 supply of power under the agreement.



PUB re NFAT  05-26-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

11536

1                On this side of the border, the province

2 of Manito -- of Manitoba's Order in Council 304/'11,

3 authorizing Manitoba Hydro to enter into the 250

4 megawatt MP sale agreement, references the need for

5 Manitoba Hydro to construct new power generation in

6 order for Manitoba Hydro to fill its obligations under

7 the contract.

8                Mr. Cormie indicates that -- that,

9 quote:

10                   "Minnesota Power requires the new

11                   generation early in 2020.  They can

12                   cope with the delay up to '22.  The

13                   contract reflects that.  Anything

14                   beyond that date does not work to

15                   meet their load requirements, and a

16                   delay to 2031 or some later date,

17                   it's not part of the contract."

18                This accurately represents the business

19 arrangement carried out in good faith between the

20 parties.  It would be unrealistic to think that one

21 could foist an alternative arrangement not involving

22 major new hydraulic generation on Minnesota Power.

23                As noted by Mr. Colaiacovo, and here I'm

24 at slide 68:

25                   "Commercial negotiations are just
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1                   that.  They're negotiations between

2                   independent parties.  And while --

3                   and while all of us external experts

4                   and all Intervenors and commentators

5                   and analysts external to the

6                   situation, to the transactions

7                   between Manitoba Hydro and its

8                   partners, can question whether those

9                   particular transactions may or may

10                   not be in the best -- be the best

11                   transactions which could have been

12                   negotiated, the reality is those are

13                   the contracts and arrangements that

14                   have been negotiated, and it can

15                   either be accepted or rejected, and

16                   it shouldn't be presumed that

17                   amendment can be easily or achieved

18                   at all."

19                And there I'm referring to transcript

20 page 7,254.

21                It is important to recognize that, like

22 Manitoba Hydro, Minnesota Power must demonstrate the

23 benefits of this arrangement to its regulator.  It must

24 be a win/win transaction in order for it to move

25 forward.  If Keeyask does not commence by June 1st,
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1 2016, the MP 250 megawatt sale agreement will

2 terminate, and no interconnection will be built.

3                With the apparent attractiveness of

4 expanded demand-side management, there's been

5 suggestions that Manitoba Hydro could have the option

6 of serving Minnesota Power's capacity and energy needs,

7 as outlied in -- outlined in the 250 megawatt

8 agreement, from purchase -- from surplus dependable

9 hydro energy freed up as a result of lower Manitoba

10 load.  This would not be an acceptable source of supply

11 for Minnesota Power, as increased DSM does not provide

12 the additional wind synergy benefits associated with

13 the construction of new hydraulic generation.

14                The benefits to Minnesota Power of

15 expanded DSM in Manitoba are significantly smaller than

16 the step function changes that would occur if both

17 Keeyask and Conawapa are built.

18                In addition, new storage at Conawapa

19 makes the Manitoba Hydro storage battery significantly

20 bigger, and the loss of associated benefits from wind

21 hydro synergy would be a very significant issue.  The

22 loss of new wind synergies would also be important to

23 the state of Minnesota and to MISO, as the new storage

24 leverages many more megawatts of potential wind

25 development in the US.
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1                Manitoba Hydro is firmly of the view

2 that Minnesota -- that Minnesota regulatory approval

3 for the Great Northern Transmission line would be at

4 significant risk if Keeyask does not proceed, given

5 that the Minnesota benefits of the 750 megawatt

6 interconnection could not be realized.

7                The Minnesota statutory need

8 justification to build new transmission would no longer

9 be satisfied, as the existing Manitoba/US

10 interconnection has adequate capacity to manage

11 Manitoba Hydro's current surplus energy supplies.

12                Further, a recommendation in Manitoba

13 that at this early juncture rules out the possibility

14 of developing Conawapa in the future could also have

15 serious repercussions for obtaining approval in

16 Minnesota of the 750 interconnection.  Manitoba Hydro

17 submits that the construction of the 750 megawatt

18 interconnection without a commitment to build Keeyask

19 is not a viable option.

20                Slide 69.  Manitoba Hydro's Preferred

21 Development Plan includes the early construction of

22 both Keeyask and Conawapa, which can be expanded to

23 produce over 11,400 gigawatt hours of new hydraulic

24 generation per year on average.

25                To date, Manitoba Hydro has been
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1 successful in selling most of the dependable output of

2 Keeyask and 30 percent of the output of Conawapa at

3 fixed prices, which has significantly reduced the risk

4 of these projects, especially Keeyask.

5                With regard to the significance of the

6 fixed price 308 megawatt WPS sale, Mr. Cormie

7 explained, quote:

8                   "To put the size of the sale in

9                   context, the energy quantities

10                   associated with this sale are

11                   significant relative to Conawapa.

12                   It's 33 percent of its generation

13                   under dependable flow conditions, and

14                   under average flow conditions it's 29

15                   percent of Conawapa generation."

16                And Mr. Cormie indicates that there has

17 been much more customer interest than unsold product

18 remaining, particularly with SaskPower and GRE, who

19 have signed MOUs for up to 500 megawatts and 600

20 megawatts, respectively.  As noted in Manitoba Hydro

21 Exhibit 95, it is expected that the NSP sales agreement

22 will also be extended after 2025.

23                These expressions of interests are not

24 yet formalized into signed contracts, and as such, the

25 need for Conawapa will be reviewed on an ongoing basis.
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1                Manitoba Hydro intends to continue to

2 undertake studies for an early Conawapa in-service

3 date, and will re-evaluate its plans in the next power

4 resource planning exercise.  Manitoba Hydro expects

5 that if conditions are favourable, including progress

6 on export power negotiations, it will plan for an early

7 Conawapa.

8                Next slide, 70.  As indicated in

9 response to GAC/Manitoba Hydro First Round 28, Manitoba

10 Hydro's long-term firm export product is needed and

11 valued in the export market because it is unique -- it

12 is a unique product that our con -- counterparties do

13 not have themselves, unlike gas and wind resources.

14                Mr. Cormie confirmed that US utilities

15 do not need or want to buy wind and gas pow --

16 generated power from Manitoba, as they have ample

17 supplies of their own.  Not only do they have their own

18 wind resources, US utilities are able to install wind

19 at less cost than Manitoba Hydro, because US government

20 offers production tax credits on wind, and I refer

21 there to transcript page 2,108.

22                With regard to whether existing hydro

23 freed up by the expanded DSM is acceptable -- is an

24 acceptable alternative to new hydro, evidence was

25 provided on page 2 of Manitoba Hydro Exhibit 201, that



PUB re NFAT  05-26-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

11542

1 for Minnesota Power, it specifically wants new hydro

2 because of the new benefits associated with expanded

3 storage in Manitoba.

4                Finally, it should be noted that the WPS

5 308 megawatt agreement is tied solely to the new

6 capacity and energy associated with the addition of

7 Conawapa to the Manitoba system.

8                If we could go to slide 71?  So not only

9 is there presently a window of opportunity to build

10 transmission in order to expand market access into

11 Minnesota and Wisconsin, there's also an opportunity

12 now to achieve premium prices for long-term new

13 hydraulic generation.

14                Mr. Wojczynski testified at transcript

15 page 2,568 that one (1) of the biggest risks that the

16 industry generally is facing is decarbonization, moving

17 away from coal, and to a lesser degree, natural gas.

18 This risk to most of the industry is conversely a

19 benefit to Manitoba Hydro.

20                In the economic analysis of plans

21 involving the 750 megawatt transmission line

22 interconnection, and that's assuming no WPS investment,

23 Manitoba Hydro assumed that it would be responsible for

24 its share of the costs of the Great Northern

25 Transmission Line for its full economic life.
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1                However, as Mr. Cormie has indicated,

2 permanent ownership is not Manitoba Hydro's goal, and

3 Manitoba Hydro is pursuing discussions to divest the

4 line to others.  If such negotiations are successful,

5 the long-term costs assumed in the economic analysis

6 associated with the plans involving the 750 line could

7 be significantly reduced.

8                In addition to reducing costs by

9 divesting ownership, the Great Northern Transmission

10 Line will provide benefits from increasing Manitoba

11 Hydro's ability to sell to more customers in Wisconsin.

12 Mr. Cormie states that, quote:

13                   "We've doubled the size of our market

14                   by having market access into

15                   Wisconsin.  That optionality, the

16                   value of that optionality, is huge,

17                   because it will benefit Manitoba

18                   Hydro forever."

19                And that's at transcript page 2,428.

20                The value of having increased

21 competition as a result of expanded market access into

22 Wisconsin has not been reflected in the export prices

23 used in the NFAT economic analysis.

24                Next at slide 72, dealing with diversity

25 agreements, seasonal diversity contracts play an
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1 important role in Manitoba Hydro's resource plan,

2 providing capacity during Manitoba's winter peak

3 season, and justifying the preservation of firm

4 transmission service for exports and imports.

5                Seasonal diversity contracts have the

6 effect of reducing the need for Manitoba Hydro to build

7 capacity in the winter, but in exchange they increase

8 the need for capacity resources in the summer to meet

9 the export customers' summer peak load.

10                Manitoba Hydro has looked at both

11 increasing the quantity of seasonal diversity

12 arrangements as well as extending the term of seasonal

13 diversity contracts out into the future.  As indicated

14 in Manitoba Hydro Exhibit 195, there's significant

15 uncertainty in the future in the difference between

16 Manitoba's seasonal load peaks, especially given the

17 potential impact of proposed DSM programs to reduce

18 electrical heating load over the winter peak.

19                As a result, there may only -- there may

20 be only a limited opportunity for significantly more

21 seasonal diversity contracts than the 550 megawatts

22 already under contract with NSP and Great River Energy.

23 Extending the term of the existing seasonal diversity

24 contracts beyond their current termination dates would

25 not defer the need for new resources in Manitoba.
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1                As indicated in Manitoba Hydro Exhibit

2 195, Manitoba Hydro needs additional energy resources

3 before it needs additional capacity.  So assuming the

4 seasonal diversity sales contracts could be extended is

5 of limited value in deferring the timing of new

6 generation.

7                For the purpose of long-term planning,

8 Manitoba Hydro does not include an extension of

9 diversity agreements in the supply and demand tables

10 unless they are signed or in negotiation related to a

11 signed term sheet.  this is because Manitoba Hydro has

12 no indication whether counterparties will or will not

13 extend these agreements.

14                In the future we expect that the

15 seasonal diversity contracts will attract additional

16 value and -- and Manitoba Hydro has considered

17 extending them, but only as part of a package of long-

18 term firm power products that will be available from

19 Conawapa and not just as strictly seasonal capacity

20 exchanges.

21                Next, dealing with the hypothetical

22 development plans.  A number of development plans have

23 been identified by Manitoba Hydro as being hypothetical

24 plans due either to a change in circumstances due to

25 the infeasible assumptions associated with the LCA No
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1 New Generation Plan or due to changes in circumstances.

2                In addition, the PUB explored the

3 potential that Manitoba Hydro could proceed with

4 additional DSM, the new interconnection, and defer

5 Keeyask till a later date.

6                Dealing with the plans with the 250

7 megawatt US interconnection, these plans are now

8 considered hypothetical from a business perspective and

9 as such can no longer be considered as viable

10 alternative development plans.

11                The La Capra No New Generation Plan

12 attempts to defer new generation for as long as

13 possible.  The Development Plan includes increased DSM

14 and fuel switching, extending the existing diversity

15 sales to 2047, a new 750 megawatt import line, and

16 relaxtion -- relaxation of the import criteria to allow

17 20 percent of Manitoba load to rely on import energy.

18 This plan is not feasible.

19                Manitoba Hydro noted at page 93 of its

20 rebuttal evidence that an import-only line was not

21 feasible for Minnesota, referring to the report of Eric

22 Swanson, which was attached as Schedule 1 to Exhibit

23 85.  Mr. Swanson stated at page 2-3 of that exhibit

24 that, quote:

25                   "Multiple statutory, regulatory, and
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1                   other factors would almost certainly

2                   present the certification,

3                   construction, and operation of such -

4                   - such an import line.  Further, the

5                   Minnesota Public Utilities Commission

6                   has already found that the new

7                   transmission must be constructed to

8                   facilitate the export of power from

9                   Manitoba to Minnesota.  In short, an

10                   import line has no viability and does

11                   not offer a reasonable alternative

12                   for meeting Manitoba's firm supply

13                   needs going forward."

14                End quote.  Mr. Peaco suggested that an

15 import line from other neighbouring jurisdictions

16 should have been considered in Manitoba Hydro's

17 analysis.  However, on cross-examination Manitoba Hydro

18 reviewed the supply situation in North Dakota,

19 Saskatchewan, and Ontario, wherein Mr. Peaco conceded

20 that these markets are short of energy and not in a

21 surplus position capable of supplying Manitoba.  And

22 that's at transcript page 6,210.

23                It appears that La Capra did not

24 initially recognize that Manitoba Hydro's development

25 plans with a new 750 megawatt interconnection were in
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1 fact benefiting from the 750 megawatts of import

2 capability from the new interconnection.  Although Mr.

3 Peaco stated, quote:

4                   "There was nothing really in any of

5                   the fifteen (15) plans that looked at

6                   increased imports."

7                End quote.  He later went on to

8 acknowledge that Manitoba Hydro did in fact increase

9 imports in plans with the new cur -- interconnection.

10 The benefits of increased imports from a new

11 interconnection have been a fundamental driver of

12 Manitoba Hydro's development plans from the outset, and

13 those plans -- that is -- those plans, and -- and that

14 fundamental driver is described in Chapter 5 of the

15 NFAT submission.

16                During Mr. Russell's direct evidence,

17 which was given on behalf of the MMF, he referenced a

18 Megawatt Daily article wherein he testified that a

19 group of Minnesota utilities had petitioned the

20 Minnesota Public Utilities Commission to consider a

21 competing advanti -- alternative to the Great Northern

22 Transmission project.

23                Manitoba Hydro has followed up on this

24 information, and can confirm it -- it's not correct.

25 Several utilities may have intervened into the
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1 certificate -- certificate of need proceeding, but they

2 have not petitioned for anything.  Further, we

3 understand of the utilities that were referenced in

4 that article, only Xcel remains as an Intervenor in the

5 proceeding.

6                In MP's certificate of need filing with

7 the MPUC, MP discusses the Western alternative that was

8 proposed by Mr. Russell.  It is called the Fargo Area

9 Barnesville Concept.  It was studied intensively, but

10 it wasn't proceeded with for the following reasons MP

11 laid out in Section 7.4.3.1 of that filing.

12                They said that 1) the Western

13 alternative has serious performance flaws compared to

14 the Great Northern Transmission Line, and will

15 dramatically -- and will dramatically aggravate the

16 well-documented North Dakota/Manitoba loop flow

17 phenomenon.

18                Second, it will require North Dakota

19 legislative approval, subjecting the alternative to

20 significant additional policy and regulatory risk.

21                Third, it would likely to delay the in-

22 service timeline required by Minnesota Power's 250

23 megawatt agreements by at least a year and a half.

24                Fourth, it would face significant

25 routing challenges it would -- as it would condemn
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1 significant additional amounts of agricultural land in

2 the US.

3                And fifth, none of the intervening

4 entities has indicated a willingness to develop and

5 fund the construction of such a transmission line, and

6 that's a fairly significant issue.

7                THE CHAIRPERSON:   Are you reading from

8 the -- you're not reading from the book of documents

9 there?

10                MS. PATTI RAMAGE:   No, I am not.

11                THE CHAIRPERSON:   Okay.  Is it possible

12 to give us a copy of that?  I mean, I'll -- I'll --

13 we'll get it through the transcript, but I wouldn't

14 mind reading it over lunch, if it's possible.

15                MS. PATTI RAMAGE:   Okay.  Well -- to be

16 quite honest, I'm reading from an email --

17                THE CHAIRPERSON:   Okay.

18                MS. PATTI RAMAGE:   -- but I can -- we

19 can get that forwarded -- we can pull that and forward

20 that information.

21                THE CHAIRPERSON:   Thank you.

22                MS. PATTI RAMAGE:   Next, I'm -- I'm

23 moving to -- if you're following the final argument,

24 I'm at Section 8.5.3, and here we discuss that Board

25 counsel explored the notion that Hydro could proceed
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1 with the additional DSM and the new interconnection to

2 fulfill the MP 250 sale, and defer Keeyask until a

3 later date.

4                This notion is not feasible, and should

5 not be considered.  The 750 megawatt interconnection

6 will not proceed without Keeyask, as explained by Mr.

7 Cormie, quote:

8                   "It has been clear since we began

9                   negotiations with Minnesota back in

10                   2007 that there needed to be a

11                   package, a package of new generation

12                   associated with new transmission, and

13                   that's what is necessary in order to

14                   have the interconnection built."

15                And there I'm referring to transcript

16 page 9,890.

17                Now, we're at slide 75.  La Capra

18 criticized Manitoba Hydro's Development Plan

19 optimization from two (2) aspects, optimization of the

20 All Gas Plan for comparison purposes, and optimization

21 of resource options within development plans.

22                Manitoba Hydro maintains that the All

23 Gas Plan was optimal or near optimal, and suitable for

24 use in analyzing development plans.  As explained in

25 Section 8.6, an All Combined Cycle Plan was evaluated
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1 and was demonstrated to be more costly than the

2 Manitoba Hydro optimized All Gas Plan.

3                With respect to the optimization of

4 resource options within development plans, judgment and

5 experience in operating and planning a predominantly

6 hydro system, together with information from past --

7 past planning studies and economic evaluations allows

8 Manitoba Hydro to develop representative sets of

9 development plans for inclusions in studies.  It is not

10 necessary to analyze every possible combination of gen

11 -- generation resource options using every possible in-

12 service date to provide meaningful information to

13 decision makers.

14                Next, at slide 76.  In his closing

15 submissions on behalf of CAC, Mr. Williams suggested

16 that in cases where there is a determination to be made

17 by the Board in deciding between evidence of Intervenor

18 witnesses and the evidence of Manitoba Hydro, that the

19 Board should favour the opinions of Intervenor

20 witnesses because, in his words:

21                   "There is an issue of credibility as

22                   it relates to the Manitoba Hydro

23                   witnesses."

24                That remark cannot be ignored.  I can

25 tell you that we at Manitoba Hydro are quite offended
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1 by that remark, and it's unfortunate that Mr. Williams

2 isn't here to hear this, but hopefully he'll read the

3 transcript.

4                That comment is offensive to the people

5 who have invested a phenomenal amount of time and given

6 up countless nights and weekends to provide the

7 detailed analysis requested by this Board, its

8 advisors, the experts, and the Intervenors.  The

9 credibility of Manitoba Hydro witnesses should not be

10 suspect because they care enough to do their jobs

11 thoroughly.

12                The credibility of Manitoba Hydro

13 witnesses should not be suspect because they, along

14 with the customers they serve, will be left to live

15 with the consequences if the Board chooses to prefer

16 the evidence of experts who are not residents of

17 Manitoba, who are not committed to this province, and

18 they make -- and those recommendations were made based

19 on experience in other jurisdictions, in some cases

20 without a full understanding of the large hydro system,

21 or appreciation of the environment in which Manitoba

22 Hydro operates.

23                Mr. Wojczynski talked about how Hydro

24 makes its decisions, and specifically addressed the

25 notion that Hydro people were too invested in the
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1 Preferred Development Plan.  This was done at

2 transcript page 3,696, where he testified that:

3                   "People from Hydro, a lot of them,

4                   including myselves (sic) -- we're

5                   talking about engineers and

6                   accountants and MBAs -- were driven

7                   by metrics:  Customer reliability,

8                   security, our economics, the

9                   financial, the social benefit costs,

10                   metrics on environment -- on

11                   environment and socioeconomic.  We

12                   don't just do something because we

13                   happen to have been doing it in the

14                   past and want to carry on."

15                And Mr. Wojczynski went on to discuss

16 examples where Hydro has indeed demonstrated that it is

17 driven by the numbers.  These are listed on slide 11 of

18 Manitoba Hydro Exhibit 129-7.

19                Limestone was started and then halted

20 for over ten (10) years before it was built.  Conawapa

21 had a committed project with PUB approval and signed

22 contracts with Ontario, and it was cancelled.  The

23 Pointe du Bois powerhouse project was amended when the

24 numbers no longer made sense.

25                Manitoba Hydro has included combustion
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1 turbines and wind in its resources because the numbers

2 did make sense.  The GRE Diversity Exchange agreement

3 has been extended, and DSM has been increased, both

4 because it makes sense.

5                When new capital cost information became

6 available in February, the Preferred Development Plan

7 was taken back to the Manitoba Hydro Electric Board for

8 their determination as to whether Manitoba Hydro should

9 consin -- continue to proceed with the Preferred

10 Development Plan.

11                These examples demonstrate Manitoba

12 Hydro's ongoing commitment to making sound decisions

13 based on the appropriate metrics.  Suggestions to the

14 contrary are unsupported.

15                Mr. Williams suggests that Manitoba

16 Hydro perhaps believes too deeply, even if the weight

17 of evidence is against them.  However, I suggest that

18 the fact that -- that in fact, that can be said of CAC

19 in its recommendations.

20                Even in the face of advice of its own

21 economic and finance experts who acknowledge the value

22 of Keeyask and the 750 megawatt interconnection, CAC

23 has declined to accept that advice, and instead makes

24 submissions to the Board which are inconsistent with

25 their experts' conclusions.



PUB re NFAT  05-26-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

11556

1                Now if I could turn to slide 77, and

2 here we're going into the area of energy price

3 forecasts, which are dealt with in section 9 of the

4 written argument.  I think this will probably take --

5 I'm going to say fifteen (15) minutes, so probably we

6 could do that and maybe look at a lunch break.

7                THE CHAIRPERSON:   Let's do that,

8 please.

9                MS. PATTI RAMAGE:   Okay.

10                THE CHAIRPERSON:   Let's continue.

11                MS. PATTI RAMAGE:   Manitoba Hydro's

12 electricity export price forecast provides a thirty-

13 five (35) year forecast of electricity prices --

14                MR. GEORGE ORLE:   Excuse me.  I'm sorry

15 to -- to interrupt.  Mr. Chairman, George Orle.  I -- I

16 had been reading ahead a -- a little bit, and I just

17 wanted to inform My -- My Learned Friend that parts of

18 prices --

19                MS. PATTI RAMAGE:   Excuse me.  Excuse

20 me.  Off -- off the record.  We're going to --

21                MR. GEORGE ORLE:   Okay.

22                MS. PATTI RAMAGE:   We're good.

23                MR. BOB PETERS:   Mr. Chairman, could we

24 have a two (2) minute break and ask counsel to meet us

25 just over at the side of the room here for a matter
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1 that we wanted to discuss with them at the lunch break?

2                But sorry to interrupt my friend Mr.

3 Orle, but let's -- if we could have your indulgence,

4 sir?

5                THE CHAIRPERSON:   Yes.

6                MR. BOB PETERS:   Thank you.

7                THE CHAIRPERSON:   Yeah.  Go ahead,

8 please.

9

10                       (BRIEF PAUSE)

11

12                MR. BOB PETERS:   Mr. Chairman, we had a

13 brief opportunity to caucus, and although perhaps not

14 what the panel was -- was expecting, I wonder if we

15 could take the lunchbreak a little earlier than planned

16 and take it now, and realistically, we're looking at

17 forty-five (45) minutes to an hour being needed over

18 lunch hour, I would expect.

19                In exchange, we'll -- we'll see if

20 counsel for Manitoba Hydro can -- can bring the

21 argument in a little -- a little quicker.  But if -- if

22 the panel could allow that indulgence, it would be --

23 it would be appreciated.

24                THE CHAIRPERSON:   So should we --

25 should we take an hour?  Is that the recommendation
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1 that -- a hour?  Okay.  Let's -- let's meet, then, at

2 one o'clock.  Thank you.

3

4 --- Upon recessing at 11:53 a.m.

5 --- Upon resuming at 1:06 p.m.

6

7                THE CHAIRPERSON:   I believe that

8 everyone is in position to resume the proceedings, so

9 back to Ms. Ramage.  Thank you.

10                MS. PATTI RAMAGE:   I can't remember

11 exactly where I was but I think I was talking about the

12 electricity price forecast,= and providing a thirty-

13 five (35) year forecast of electricity prices.  Oh, the

14 slide show is not showing yet, so.

15

16                       (BRIEF PAUSE)

17

18                MS. PATTI RAMAGE:   There.  So I think I

19 was talking about the thirty-five (35) year forecast in

20 the upper Midwest region, and that it's a long forecast

21 period relative to industry standards, however, one

22 that's necessary due to the long life of hydroelectric

23 generating facilities.  And if we -- yeah, we should be

24 on slide 78 now.

25                   "Manitoba Hydro uses a consensus
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1                   forecasting methodology aggregating

2                   independent forecasts from six (6)

3                   well-established and reputable

4                   industry experts."

5                This was a characterization supported by

6 Potomac Economics, and that's at transcript page 599.

7 And that's a CSI transcript.  The price forecast

8 consultants are mandated by Manitoba Hydro to provide

9 their own view on all input assumptions.

10                As the forecast is completed on an

11 annual basis, there is an opportunity to continually

12 update these assumptions as the market evolves and more

13 clarity is gained on key issues such as domestic

14 natural gas resources, coal retirements, carbon

15 pricing, and emission policies.  The current and

16 independent views of these experts ensure Manitoba

17 Hydro receives future price outlooks that capture our

18 range of reasonable future prices, and avoids locking

19 in on one extreme view of the future, either high or

20 low.

21                If we go to slide 79.  In -- in the

22 export price forecasting process, Manitoba Hydro makes

23 adjustments to account for congestion and losses, and

24 to apply appropriate pricing premiums.  The consensus

25 forecast price must be adjusted from the Minnesota Hub
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1 pricing node to the Manitoba border pricing node to

2 account for congestion and losses.  Neither Potomac or

3 La Capra noted this as an area of concern, and they

4 acknowledge that Manitoba Hydro does apply a factor for

5 congestion and losses.

6                Long-term dependable energy is priced at

7 the on-peak energy and capacity forecasted price plus a

8 premium, and that's slide 80.  This long-term

9 dependable price is applied to bilateral on-peak energy

10 and capacity sales.  The premium recognizes additional

11 value from such factors as price certainty,

12 reliability, and virtually carbon-free attributes of

13 the product provided to Manitoba Hydro's

14 counterparties.

15                Support for the premium is provided in

16 Manitoba Hydro CSI response to LCA/Manitoba Hydro First

17 Round 433.  This analysis demonstrates that Manitoba

18 Hydro can achieve the premium on a long-term dependable

19 sales over the base market forecast.  This has held

20 true since 2005, a period encompassing both the high

21 and depressed energy price environments, and pre- and

22 post-2008 economic downturn.

23                If you could go to slide 81?  Potomac

24 reviewed all of Manitoba Hydro's documentation and did

25 raise a concern with respect to the methodologies
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1 employed by the Corporation in the 2012 adjusted and

2 2013 price forecast.  However, in their report, Potomac

3 chose to summarily discre -- dismiss each of the six

4 (6) independent price forecast consultant reports used

5 to produce the 2013 price forecast on the basis they

6 did not find them to be credible because Potomac was

7 unable to access the price forecast consultants' models

8 and the output of those models.

9                Manitoba Hydro submits that it's not

10 reasonable to dismiss prices of the six (6) independent

11 industry experts simply because they differ from

12 Potomac's results.  Long-term forecasting has an

13 inherent level of uncertainty associated with it.  And

14 no private or public entity has any special ability to

15 predict the future.  Potomac Economics itself

16 acknowledged that the EIA input assumptions they relied

17 upon to create their export price forecasts were

18 subject to the same uncertainties.  And that's at

19 transcript page 4,566.

20                Shifting focus from the methodology to

21 the results of the forecast, the price trajectory

22 inherent in Manitoba Hydro's 2013 export price forecast

23 was also shown to be appropriate when compared against

24 other available benchmarks.

25                In Section 8.1.3 of Manitoba Hydro's
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1 rebuttal evidence, which is Exhibit 85, it was

2 demonstrated that Potomac's forecast is within the

3 range of individual outlooks received from external

4 price forecast consultants in 2013.  Manitoba Hydro

5 considers Potomac's price for -- forecast to be another

6 reasonable view of the future.  However, it is just

7 that, one (1) single view.  And as such, it should be

8 provided no more, nor no less weight than other

9 independent outlooks considered by Manitoba Hydro.

10                If we could go to slide 82.  There is

11 some data currently available that can be used to gain

12 insight into whether the 2013 electricity price

13 forecast is reasonable.  There were a number of long-

14 term bilateral contracts signed in 2013 between

15 Manitoba Hydro and US counterparties.  These signed

16 contracts represent agreements between sophisticated

17 market participants agreeing on a set price for energy

18 and capacity resources to be delivered during the

19 horizon of the price forecast.  If Manitoba Hydro's

20 price expectations were outside the bounds of

21 reasonableness, it would be very unlikely that

22 agreement would be reached with US counterparties.

23                Slide 83.  The question of the impact of

24 a reduction in MISO load growth on electricity market

25 prices was raised during the NFAT hearings by
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1 Elenchus's Mr. Todd.  The essence of Mr. Todd's

2 evidence is that conventional economic theory would

3 suggest that, all other factors being equal, a

4 reduction in load growth would put downward pressure on

5 electricity prices.  Mr. Todd also notes that without

6 modelling the effect, it's impossible to quantify the

7 impact of a flat MISO load growth assumption.

8                It should be noted that Potomac and all

9 six (6) of Manitoba Hydro's price forecast consultants

10 incorporated a small positive load growth in their

11 respective 2013 MISO price forecast.  Despite these

12 relatively small annual load growth assumptions, all of

13 these entities expect real growth in MISO market prices

14 over the next twenty (20) years.

15                The impact of load growth relative to

16 other pricing factors was repeatedly addressed in the

17 documents provided into evidence by the Brattle Group

18 as part of the NFAT hearing, including Appendix 3.1,

19 Appendix 5.3, along with the direct evidence provided

20 by Dr. Dean Murphy.

21                Dr. Murphy's noted in his testimony at

22 transcript page 1,407 the supply-side pressures in

23 MISO, namely the 12 gigawatts of coal retirements

24 expected over the next few years, effectively require

25 new generation supply in MISO to meet load -- load
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1 obligations, even under the assumption of very low or

2 flat load growth.  Dr. Murphy concludes that load

3 growth is not a primary driver of power prices.

4                This begs the question:  If load growth

5 isn't the primary driver of prices in MISO, what is?

6 Retirements, notably, coal retirements, mean a low-cost

7 resource is replaced with a higher-cost resource.  Even

8 assuming static demand, the market will clear with a

9 higher resource price to serve that demand.  And

10 Manitoba Hydro's rebuttal evidence addresses this in

11 greater detail, so I -- I won't be reviewing it further

12 here.

13                Dealing with carbon prices, and that's

14 slide 85.  Ms. Fernandes is right on top of this.  The

15 carbon price assumptions embedded in the electricity

16 price forecast are reasonable and prudent because they

17 are consistent with climate change science and emerging

18 policies.  They're based on a sound consensus

19 methodology.  They are reflective of a comprehensive

20 range of outcomes, and they are conservative.

21                While the timing and magnitude of policy

22 responses are uncertain, there are broad expectations

23 that the US electricity sector will experience carbon

24 pricing within the next ten (10) years as climate

25 change or environmental policies evolve to address the
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1 physical realities of climate change.

2                As detailed in Section 14C of the

3 written argument, greenhouse gas emissions are already

4 facing increasing constraints through feder -- federal

5 regulations and state legislation in the US.  These

6 policies will increase the demand for low and non-

7 emitting resources and, in many instances, will deliver

8 increasing market prices that will provide an incentive

9 for these type of resources.

10                If we could go to slide 86?

11 Environmental factors, including carbon priced --

12 pricing policies are among many factors considered in

13 developing the consensus electricity price forecast.

14 There was a broad range of potential carbon pricing in

15 climate policy outcomes.  The consultants rely on their

16 own perspective of the future to -- to determine what,

17 if any, value for carbon will be included in the price

18 forecast.

19                Reducing carbon pricing to a 50/50 split

20 was discussed by MNP at transcript page 5,469.  It's an

21 inappropriate over-simplification.  Future carbon

22 policy is not binary.  It's not a binary all or nothing

23 situation as suggested by Dr. Gotham, but rather a

24 continuum of potential outcomes, all of which could

25 have a var -- a variety of direct or indirect carbon
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1 pricing implications.

2                The outcomes range from no climate

3 policies or action to a variety of non-pricing policy

4 options, to an array of pricing policy options and

5 pathways.  However, given the policies that have been

6 implemented in a number of jurisdictions and under

7 consideration elsewhere and the regulatory approach

8 being aggressively pursued by the Obama administration,

9 the potential for there to be absolutely no further

10 climate change policies affecting electricity market

11 prices is highly unlikely.

12                Nonetheless, this possibility is fully

13 considered by the electricity price forecasters in the

14 2013 low export price forecast, where all of the

15 consultants assume no carbon pricing.  During the

16 course of the NFAT, MNP and Manitoba Hydro came to a

17 better understanding of each other's risk management

18 approaches in dealing with the carbon price

19 assumptions.  In its recent Undertaking 29, MNP

20 concluded that Manitoba Hydro's approach is analy --

21 analytically reasonable and acceptable and provided

22 conservative results.

23                In light of the existing and emergence -

24 - and emerging energy policies, Manitoba Hydro's export

25 customers are choosing or exploring the purchase of
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1 hydroelectricity as part of a hedge against further GHG

2 emission constraints and to achieve future pricing

3 certainty.

4                The potential of future carbon pricing

5 in the electricity sector has already substantially

6 affected the industry's approach to long-range

7 planning, risk mitigation, and strategic direction.

8                So I'll now be moving to the economic

9 analysis section of the argument, which is Section 10.

10                The robustness of Manitoba Hydro's

11 analysis is demonstrated through the provision of the

12 major sets of analysis: economic, financial, multiple

13 account, and optionality, or pathways.  This robustness

14 is supported by MIPUG and Mr. Bowman's pre-filed

15 testimony where he stated with respect to Manitoba

16 Hydro's approach to the analysis that the approach is,

17 quote:

18                   "Comprehensive, reasonable, and more

19                   thorough than typically found in

20                   utility reso -- resource plan

21                   assessments."

22                And that's at page 3-14 of his report.

23                The economic analysis determines the

24 investment value over the life of the longest-lived

25 asset.  The financial analysis folks on -- focusses on
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1 the comparative impact on future customer rates and

2 Manitoba Hydro's comparative exposure to financial

3 risk.  Affordability and the temporal distribution of

4 costs and benefits are also addressed in the financial

5 analysis.

6                The multiple account benefit-cost

7 analysis takes into consideration costs -- or

8 consequences for Manitobans that are not reflected in

9 the revenues and expenditures of Manitoba Hydro and

10 provides a comprehensive assessment of all the benefits

11 and costs to Manitobans to address the question of

12 overall socioeconomic benefit.

13                The pathway analysis uses the economic

14 evaluations as its basis and assesses the flexibility

15 of options to allow for a change in course based on

16 future considerations.  The use of pathways recognizes

17 the reality of allowing decisions to be made

18 incrementally as uncertainties resolve themselves.

19                The economic analysis determines the

20 investment value over the life of the longest-lived

21 assets and is integral to resource decisions.  When

22 evaluating and choosing among alternative development

23 plans, the appropriate measure in the economic analysis

24 is net present value, or NPV.  It's the NPV of the

25 incremental costs and benefits associated with one (1)
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1 plan relative to another.

2                Manitoba Hydro's also conducted a high-

3 quality economic uncertainty analysis that is

4 fundamentally sound.  Manitoba Hydro prepared the

5 analysis for the NFAT business case with the guidance

6 and support of Navigant Consultants.  They're -- and

7 Dr. Adam Borison.  Dr. Borison is acknowledged to be a

8 world-class expert in this field.

9                Manitoba Hydro's approach followed well-

10 established and analytical principles and relevant

11 empirical data.  It is in many ways state of the art in

12 utility resource planning.  The high quality of this

13 work should provide the panel with confidence that

14 conclusions based on this analysis are on solid ground.

15                Sufficient economic analysis has been

16 provided from the overall project perspective through

17 the economic evaluations provided by Manitoba Hydro in

18 Chapters 9, 10, and 12 of the NFAT submission, and

19 subsequently in Manitoba Hydro's exhibits, particularly

20 Exhibits 95, 104, 129-7, and 171.  Economic analysis

21 information is one (1) of the primary building blocks

22 for the financial, multiple account, and optionality

23 pathway analysis.

24                In addition to being supported by Dr.

25 Borison, the use of the NPV approach is supported by
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1 CAC's witness, Mr. Bill Harper, as well as by La Capra,

2 who commented, quote:

3                   "Present value analysis is a common

4                   approach for economic analysis of an

5                   investment in which annual costs and

6                   revenues are discounted to a common

7                   point in time or an equivalent

8                   comparative analysis."

9                End quote.

10                The total study life used in the

11 economic analysis is seventy-eight (78) years.  To

12 reflect the total study life, Manitoba Hydro combined

13 two (2) approaches, a thirty-five (35) year detailed

14 evaluation, and a long-life asset evaluation which

15 extends from the end of the thirty-five (35) year study

16 period to the end -- to the end of the sixty-seven (67)

17 life of the hydroelectric assets.  The seventy-eight

18 (78) years reflects the in-service dates of

19 approximately 2025 for new hydroelectric generation.

20                Mr. Peaco acknowledged the importance of

21 this metric, stating that, quote:

22                   "The net present value over the life

23                   of the investment asset clearly is an

24                   important metric, and we would

25                   routinely do that as a matter of
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1                   course anyway."

2                And that's at transcript page 5,583.

3                In addition, MPA agreed that the

4 calculation of a seventy-eight (78) year NPV represents

5 both a detailed study period and a residual or terminal

6 value.  Some parties have suggested shorter time frame

7 analysis could have complemented the seventy-eight (78)

8 year NPV analysis.

9                While it's certainly true that shorter-

10 term metrics such as CPV analysis may be helpful and

11 insightful, there's little justification for shorter-

12 term NPV as a metric in economic analysis when

13 financial analysis inherently provides short-term

14 metrics and is more appropriate for this purpose.

15                In order to compare alternatives on an

16 apples-to-apples basis, it's important that the time

17 frame of the economic analysis extend to the end of the

18 useful life of the longest-lived asset under

19 consideration.  Any analysis with a substantially

20 shorter time frame without significant terminal value

21 attributes insufficient value to these assets.

22                As Dr. Borison points out in his report:

23                   "The effect of adopting this approach

24                   is to assume that the long-term

25                   future is known with certainty and
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1                   all assets -- assets are known to

2                   have zero value in that future.  This

3                   position is inconsistent with the

4                   expectation that these assets will

5                   have value in the long term."

6                And there I was referring to Manitoba

7 Hydro's rebuttal evidence, Schedule 3 at page 9.

8                Metrics other than NPV may be helpful

9 and insightful in particular contexts, but they must be

10 used with care in a resource planning context.

11                As Dr. Borison described in his

12 testimony, if one has to choose between two (2)

13 investments, a million dollar investment that makes

14 five hundred thousand dollars ($500,000), a 50 percent

15 IRR, or a one dollar ($1) investment that makes two

16 dollars ($2) at 200 percent IRR, the IRR would lead to

17 choosing the two dollar ($2) gain over the five hundred

18 thousand dollar ($500,000) gain.

19                On the other hand, the NPV would make

20 you richer by four hundred and ninety-nine thousand

21 nine hundred and nine -- ninety-eight dollars

22 ($499,998).

23                Morrison Park Associates points out the

24 problem with IRR and similar metrics in its testimony.

25 Here they said:
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1                   "Traditional methods and metric such

2                   as, you know, internal rate of

3                   return, or rate of return on equity,

4                   or the rate of return on capital

5                   employed don't appit -- appear to fit

6                   very well to the analysis that's

7                   required of the Preferred Development

8                   Plan and its alternatives."

9                Dr. Borison emphasized the major role

10 that NPV plays in the evaluation of major capital

11 projects when he said, quote:

12                   "Virtually all the work I've done

13                   with clients who are interested in

14                   decision making about major capital

15                   investments -- pipelines, mines,

16                   power plants -- have all been based

17                   on NPV or a similar metric."

18                And next, slide 91, we'll deal with

19 discount rates.  The core of the discount rate used by

20 Manitoba Hydro is the economic analysis in the assumed

21 interest rate is the -- the core of the discount rate

22 used by Manitoba Hydro in the economic analysis is the

23 assumed interest rate.  Simply put, the higher the

24 interest rate, the higher the cost-to-debt.  The higher

25 the discount rate, the less attractive the investment
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1 becomes.

2                Manitoba Hydro's interest rate is

3 determined through the industry best practice of -- of

4 obtaining a consensus view of interest rates from a

5 number of credible, well-respected forecasting agencies

6 and banks.  When Manitoba Hydro's reference long-term

7 real debt rate is compared to historic values, cited by

8 MPA and filed in PUB/Manitoba Hydro First Round 165a,

9 these real long-term debt rates are well within the

10 range experienced by history beginning in 1940, and in

11 fact, is biassing towards being higher rates.

12                Manitoba Hydro is not an investor-owned

13 company, and so equity in the traditional sense doesn't

14 apply.  The Corporation is not regulated on a rate of

15 return basis.  Rates are set to cov -- recover costs,

16 and to make contributions to retained earnings.

17 Retained earnings provide an equity buffer that can

18 accommodate normal business risks.

19                As a proxy for an allowed rate of

20 return, Manitoba Hydro estimates the return on equity

21 as 3 percent over its cost of debt.  Allowed rates of

22 return on equity, or ROE, for other utilities were used

23 to determine the 3 percent equity adder that Manitoba

24 Hydro utilizes as this proxy for an allowed rate of

25 return.
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1                Although there's been criticism leveled

2 -- levied against Manitoba Hydro with respect to the

3 value and application of equity within the weighted

4 average cost of capital calc -- calculation, the

5 question regarding what is appropriate has been

6 acknowledged to be challenging, and any attempts by

7 other parties to provide alternatives have resulted in

8 values that are immaterially different.  Manitoba Hydro

9 submits that the equity component of its weighted

10 average cost of capital calculation is reasonable.

11                The reference to embedded return on

12 equity was first introduced in Manitoba Hydro's direct

13 evidence.  It was shown that there is significant --

14 there was a significant difference in using a discount

15 rate that includes an embedded return on equity as

16 compared to a discount rate that is based on the debt

17 rate, and that's at Manitoba Hydro Exhibit 95, slide

18 131.

19                Manitoba Hydro uses the real weighted

20 average cost of capital, which I'm going to start

21 calling WACC, just to -- it's a lot easier -- as it --

22 as its discount rate.  As previ -- previously noted,

23 Manitoba Hydro's WACC includes an imputed return on

24 equity of 3 percent over the projected cost of long-

25 term debt.  Equity is assumed to constitute 25 percent



PUB re NFAT  05-26-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

11576

1 of Manitoba Hydro's capital structure, consistent with

2 its current financial targets.

3                Unlike many other jurisdictions, the

4 requirement -- requirement for an equity return in

5 Manitoba Hydro's WACC is not to produce a required

6 return to a shareholder, but to be the vehicle by which

7 Manitoba Hydro can achieve its financial objectives,

8 and provide tangible ratepayer benefits.

9                Okay.  For those who are following

10 along, I'm at 10.3 in the -- in the written argument.

11 As there was some confusion regarding embedded return

12 on equity, the concept is explained as follows.

13                A project that has zero net present

14 value using a debt-only discount rate, no equity

15 premium, will, over the long term, cover all its finin

16 -- finance costings, but nothing more.  Any return

17 above the debt-only discount rate constitutes net

18 positive cash flow that can be used to provide

19 benefits.

20                The portion of the 3 percent equity

21 premium not required to maintain financial reserves is

22 available for two (2) purposes, to act as a buffer

23 against business risk, and to reduce the rates that

24 would otherwise be required to be recovered from

25 customers.  This embedded equity return is not readily
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1 identifiable in the corporate financial statements, but

2 it's a real benefit that is a direct result of projects

3 that earn returns in excess of their debt-only cost of

4 capital.

5                The construction and operation of the

6 development plans include a range of financial

7 transfers to the province of Manitoba in the form of

8 capital taxes, water rental fees, and loan guarantee

9 fees.  With respect to the capital tax and the water

10 rental fee, as explained by Mr. Rainkie at transcript

11 page 2,977, and quantified in Exhibit 171, there has

12 been no disagreement that these represent cash

13 transfers that benefit the province.

14                There has been some discussion regarding

15 the classification of the provincial guarantee fee, and

16 whether or not it's a benefit to the province.  This

17 subject merits attention, because the potential

18 magnitude of incremental benefit could be up to and

19 beyond a billion dollars, as seen in Exhibit 171.

20                Manitoba Hydro takes the position that a

21 portion of the provincial guarantee fee should be

22 included in the determination of total benefits to the

23 province associated with development plans.  Excluding

24 -- excluding the debt guarantee fee would be justified

25 if the province incurred-- incurred direct costs or
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1 assumed risk apport -- proportionate to the fee.

2                While the entire 1 percent fee

3 represents value for service provided to Manitoba

4 Hydro, the actual cost to the province is unclear, and

5 that discussion is found at transcript page 3,971.

6                Mr. Colaiacovo, in testimony, was asked

7 by the Chairman whether the fee was too high or too

8 low, and a response explained that they did not make

9 that determination.  However, in this explanation, Mr.

10 Colaiacovo suggested that the evaluation would include

11 an analysis of the likelihood of magnitude of call in

12 that guarantee.

13                And while they did not provide that

14 analysis, he did explain that in other jurisdictions,

15 the fee is twenty (20) basis points, or thirty (30)

16 basis points, or fifty (50) basis points, and that's

17 found at transcript page 7,298.  This testimony

18 underscores the uncertainty as to whether and by how

19 much the fee is offset by cost and risk.

20                One (1) Intervenor took the position

21 that the provincial guarantee fee should be classified

22 as a benefit.  Mr. Bene -- Mr. Bowman testified, quote:

23                   "I definitely include the debt

24                   guarantee fee in the mix.  I think if

25                   somebody is going to sit down and
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1                   sort out a solution here, debt

2                   guarantee fees would need to be on

3                   the table for this."

4                And that's transcript page 10,277.  Mr.

5 Bowman takes that position that while the provincial

6 guarantee fee does not reflect an offset of a cost,

7 there should be some recognition that there's a net

8 benefit.

9                And now I'm at Section 10.3.1.  Manitoba

10 Hydro's supplementary economic analysis provided in

11 Manitoba Hydro Exhibit 171 reflects higher costs of

12 DSM, potential for increased pipeline load, updated

13 capital cost for the Keeyask and Conawapa generating

14 stations, and 2013 planning assumptions.  The

15 supplementary analysis removes the WPS investment.

16                Now we're at slide 92.  In Manitoba

17 Hydro Exhibit 104-2 and in 104-8, we provided updates

18 to the economic uncertainty analysis results.  These

19 updates reflected the updated capital costs for Keeyask

20 and Conawapa, and the associated probability weightings

21 for capital cost, removed the WPS -- WPS investment in

22 the 750 megawatt interconnection, and updated the

23 treatment of common factors.  The uncertainty analysis

24 was not updated for the higher levels of DSM.

25                In the updated uncertainty analysis, the
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1 updated treatment of common factors had no effect on

2 the expected value calculation.  The updates for

3 capital cost and interconnection investment reduced the

4 expected value for all plans with the Keeyask or

5 Conawapa generating stations.

6                From an uncertainty perspective, Plan 14

7 continues to have the highest upside potential, but it

8 also has the highest downside risk.  When considering

9 expected value and the NPV at ref/ref/ref, the focus

10 shifts from Plan 14 over to Plans 5 and 6.

11                The majority of the results from the

12 updated economic analysis are summarized in Exhibits

13 171 and 104, and Exhibit 171 is reproduced in the slide

14 deck at page 93.  And if we look at Exhibit 171, you

15 see that at a real discount rate of 5.4 percent, which

16 includes an embedded ROE, and at Level 2 DSM, the NPVs

17 for Plans 5 and 6, which include Keeyask and a 750

18 megawatt interconnection, followed by natural gas, if

19 you look at Plan 5 at $410 million and Plan 6 at $386

20 million are higher than the incremental NPV for the

21 Preferred Plan at $45 million, and they're higher than

22 all other plans evaluated under DSM Level 2.

23                From the perspective where the NPV

24 excludes the embedded ROE, the incremental NP -- NPV of

25 1.364 billion for the Preferred Plan is at least $200
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1 million greater than the NPV of the other plans

2 evaluated.  The NPVs of Plans 5 and 6 are approxily --

3 approximately $1.1 billion higher than the All Gas

4 Plan, and approximately .8 billion higher than the

5 Keeyask/Gas Plan.

6                When considering the cash transfers to

7 the province, the Preferred Plan with both Keeyask and

8 Conawapa results in a total NPV of 1.4 billion higher

9 compared to Plans 5 and 6.  The NPVs of Plans 5 and 6

10 are approximately 2.3 billion higher than All Gas, and

11 1.4 billion higher than the Keeyask Gas Plan.

12                The incremental NPVs support the

13 development of Keeyask and a 750 megawatt

14 interconnection as represented in Plans 5 and 6.  The

15 incremental NPV with respect to Plan 14 from the

16 perspective where NPV excludes the embedded ROE

17 supports the protection of Conawapa as an option.

18 However, consideration must be given to the tradeoffs

19 between Plans 5 and 6 and Plan 14.

20                Further analysis of other perspectives -

21 - financial, multiple accounts, and optionality which

22 are discussed in Section 13, 19, and 21 of the final

23 argument -- are important to the overall conclusions

24 and recommendations which will be provided in Section

25 22 of the argument.
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1                In Manitoba Hydro Exhibit 170, stress

2 test results are provided for Keeyask and Conawapa 2014

3 updated capital costs.  The stress tests evaluated the

4 risk associated with capital cost increases that would

5 be uniquely associated with Kee -- with Keeyask and

6 Conawapa and considered no concurrent offsetting

7 increases in the capital costs of natural gas

8 generation or in energy prices.

9                Plans 5 and 6 with Keeyask and the

10 interconnection can withstand increases in capital

11 costs consistent with the updated high capital cost

12 estimate.  And that's the important thing to take away

13 from this slide.  It can withstand the increases of the

14 capital costs.

15                The high capital cost stress test,

16 assuming no additional pipeline load for Plan 14, also

17 incorporates updated high capital cost estimates for

18 both Keeyask and Conawapa.  At a real WACC of 5.4

19 percent, the NPV is over $1.2 billion less than -- than

20 the NPV for the All Gas Plan.

21                The perspective where the NPV excludes

22 the embedded ROE would result in approximately breaking

23 even with the All Gas Plan.  Incremental transfers to

24 the province under this stress test are approximately

25 $2.5 billion.
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1                Experience from the Keeyask project will

2 inform Manitoba Hydro's cost estimates for Conawapa,

3 and as such, Manitoba Hydro would not proceed to commit

4 Conawapa in the face of high capital costs unless there

5 were offsetting factors such as sufficiently higher

6 export revenues.

7                The scenario presented does not take

8 into account such offsetting factors, and as such, the

9 case presented with both Keeyask and Conawapa

10 experience high capital costs would not be considered a

11 feasible or realistic scenario.

12                In Manitoba Hydro Exhibit 156, and also

13 in Manitoba Hydro CSI Exhibit 35, an analysis is

14 undertaken of the hypothetical circumstance where

15 Manitoba load growth would remain flat beyond '22/'23.

16 As shown in Exhibit 156, if there's no load growth,

17 surplus energy is valued using the 2013 export price

18 forecast.

19                Building Keeyask and a new

20 interconnection results in an incremental net present

21 value of $402 million relative to building no new

22 generation.  If surplus dependable energy is valued at

23 prices similar to the recently negotiated export price

24 contracts, the benefit would be higher.

25                The table on the next slide, also part
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1 of Exhibit 156, shows the same evaluation with the

2 impact on the embedded return on equity removed,

3 resulting in a real discount rate of 4.65 percent.  As

4 shown in the table below, there is an incremental --

5 or, sorry, in the table in the slide, there is an

6 incremental net present value of $1.19 billion relative

7 to building no new generation.  When considering the

8 NPV benefit to transfers to the province -- that's

9 water rentals, capital tax, and the provincial

10 guarantee fee -- that NPV increases from 1.19 billion

11 to 2.422 billion.

12                From the perspective of hypothetical

13 flat load growth in Manitoba, the analysis demonstrates

14 that there is considerable value building Keeyask and a

15 new interconnection, even under that extreme

16 circumstance.

17                The question was raised by Ms. Kapitany

18 as to how the MISO market might be affected in the

19 future with respect to lower load growth and how

20 successful Manitoba Hydro might be at selling power to

21 those markets in the future.  While Mr. Dunsky

22 recognized there would continue to be a requirement for

23 supply due to retirement of coal plants, he referenced

24 grid parity and DSM programs, suggesting that load

25 growth would be flat in MISO in the future.
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1                As previously discussed, and it's in

2 Section 9.13 of the written argument, although load

3 growth assumptions are an important input required to

4 estimate the long-term electricity price for the MISO

5 region, the impact of load growth in determining prices

6 in relative terms is less important than key drivers

7 such as fossil fuel prices, carbon pricing, and the

8 expected changes to the generation fleet in MISO.

9                It's noted by Dr. Murphy in his

10 testimony, supply-side pressures in the medium term,

11 which include emerging GHG regulations for coal and

12 expiration of nuclear licences in the 2030s effectively

13 require new generation supply in MISO to meet load

14 obligations, even under the assumption of very low or

15 flat load growth.

16                In addition, the evidence from the

17 Brattle Group suggests that because of the

18 characteristics of MISO's supply curve, changes in load

19 growth assumptions are not a primary driver of power

20 prices.  In -- in Section 9.1.3 of the written

21 argument, it's shown that even under a 1 percent load

22 growth estimate, coal retirements would still represent

23 two-thirds of the supply shortfall between now and

24 2020.

25                As the impact of load growth in
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1 determining prices in MISO is, in relative terms, less

2 important than the key drivers such as fossil fuels,

3 garbo -- carbon pricing, and expected changes to the

4 generation fleet, Manitoba Hydro is confident that it

5 will continue to be successful at selling power to the

6 MISO market in the future, and there will be --

7 continue to be a demand for Manitoba Hydro's

8 predominantly hydro-based product.

9                Next, and I'm at Section 10.3.2.2 of the

10 written argument, I'm going to deal with the LCA No New

11 Generation Plan.  The elements of this plan were

12 outlined in the discussion regarding generation

13 planning criteria.

14                With respect to the economics of the

15 plan, in LCA Exhibit 45, slides 32 and 71, La -- La

16 Capra calculated an NPV for the plan of $1.421 billion.

17 In Manitoba Hydro Exhibit 104-14, Manitoba Hydro

18 demonstrates that on a comparable basis, when including

19 the same La Capra load reduction into Manitoba Hydro's

20 analysis, the incremental NP (sic) of the Preferred

21 Development Plan increases to 2.607 billion from 1.696

22 billion, an additional $.911 billion in incremental

23 NPV.  That's almost a billion dollars.

24                That billion dollars clearly shows that

25 the incremental value associated with the LCA No New
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1 Generation Plan was primarily due to the assumed La

2 Capra load reduction, not the increased level of

3 imports associated with relaxing the import planning

4 criteria.  As noted earlier, the LCA No New Generation

5 Plan ignores the planning criteria without any analysis

6 or regard to the potential impact on system

7 reliability.  It is not a real plan.

8                And in their analysis of their Wind/Gas

9 Plan, La Capra adjusted wind assumptions related to

10 capital cost, capacity factor, asset life, and

11 technological improvement to improve the relative

12 economics of the Plan.  When taken together, the degree

13 to which these adjustments were made are representative

14 of a stress test, which pushes the limits of potential

15 realization for these assumptions.

16                Manitoba Hydro has already outlined its

17 concerns with these assumptions, and they're provided

18 in Section 8.1 of the argument.  Suffice it to say that

19 the magnitude of these changes in the wind assumptions

20 made by La Capra can only be described as 'extremely

21 optimistic', given the inherent uncertainty in the

22 future costs of wind development, and therefore, La

23 Capra's Wind/Gas analysis only has value as a stress

24 test.

25                For the purpose of long-term planning,
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1 it would be imprudent for resource planners to present

2 such a stress test in a reference scenario comparison.

3 As a result, caution should be exercised when using the

4 economic results related to the La Capra Wind/Gas

5 analysis.

6                In Section 10.5 of the argument, we've

7 included a number of factors that improve the economic

8 and financial analysis that have not been incorporated

9 in the analysis.  These include the prospect of

10 additional long-term contracts, the fact that

11 interconnection to Wisconsin increases market access

12 and overall export market price for Manitoba Hydro.

13                In 10.5.3, we deal with Mr. Cormie's

14 evidence that interconnection investment is likely to

15 be transferred to other counterparties, and in 10.5.4,

16 we deal with the fact that interconnection likely -- or

17 interconnection likely has more operational benefits

18 than captured by current modelling.

19                Now, if we could get slide 98, which is

20 drought, and then slide 99?  Manitoba Hydro's Drite --

21 Drought Management Plan, in its most broad form, is the

22 combination of the generation planning criteria, the

23 Power Resource Plan, system operating priorities,

24 energy operations planning processes, and Manitoba

25 Hydro's detailed operating plans.
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1                Manitoba Hydro has documented the

2 procedures and processes involved in energy operations

3 -- energy operations planning, including under drought

4 conditions, in the CSI document, "Energy Operations

5 Planning-drought Management."  This document detail --

6 describes in details the assumptions behind the -- the

7 drought operating plan.

8                Slide 100.  Oh, it's my last one.

9 Moving from operations -- moving from operations

10 planning to -- operations planning to resource

11 planning, Manitoba Hydro mitigates and incorporates

12 drought risks through various steps in the resource

13 planning process.  Managing the reliability risk to the

14 energy supply is achieved by adhering to -- adhering to

15 Manitoba Hydro's generation planning criteria, while

16 the financial risk is incorporated into the main

17 economic and financial analyses and studied separately

18 through sensitivity analysis.

19                Manitoba Hydro maintains that while the

20 financial impacts of a prolonged drought are

21 significant, corporate strategies for managing

22 financial impacts of drought are not significantly

23 influenced by the different development plans being

24 studied, as the Manitoba Hydro system is a

25 predominantly hydroelectricit -- hydroelectric system,
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1 and will remain so well into the future, regardless of

2 which plan is selected.

3                La Capra initially released concern with

4 respect to Manitoba Hydro's drought analysis.  However,

5 La Capra ultimately supported Manitoba Hydro's position

6 regarding the use of the 1987 to 1992 drought record.

7 A key conclusion from Manitoba Hydro's analysis of

8 drought is that the impact of prolonged drought is a

9 significant reduction in retained earnings, regardless

10 of the timing of the drought or resource planning

11 decisions.  This result is to be expected in a

12 predominantly hydro system, as acknowledged by MPA when

13 they state, quote:

14                   "But as we referred to in our report,

15                   if you have, you know, the drought of

16                   the century, it doesn't matter which

17                   choice you make between development

18                   plans of the fifteen (15) plans

19                   presented to Manitoba Hydro.  If you

20                   have the drought of the century, it's

21                   a severe blow to Manitoba Hydro

22                   regardless of the development plan

23                   chosen, right, because you have 5,000

24                   megawatts of hydro capacity already

25                   mostly on, you know, the same group
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1                   of river systems."

2                Overall, Manitoba Hydro's Development

3 Plans, which include new hydro resource options, are

4 robust in their ability to absorb the incremental

5 adverse financial effects related to drought.  Manitoba

6 Hydro submits that it reasonably addresses and manages

7 its exposure to drought.

8

9                       (BRIEF PAUSE)

10

11                MS. PATTI RAMAGE:   Okay.  And I forgot

12 to note who was next, but it's Ms. Boyd to deal with

13 finance.  So I'm done for the day.  I'm -- I'm going to

14 rest my voice, and -- and I'm sure you'll enjoy not

15 hearing from me.

16                MS. MARLA BOYD:   I guess it depends on

17 who you're hearing from in -- in alternative.  I should

18 just note that there is Section 12 of the argument that

19 is a very short section, reliability and energy

20 security.  We don't intend to speak to that today.

21                The finance piece, Section 13, begins at

22 page 184 of the written argument, and I'm going to

23 start on a hundred and -- slide 102.  So the primary

24 focus of the financial analysis is on the comparative

25 impact on future customer rates and Manitoba Hydro's
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1 comparative exposure to financial risk.  Affordability

2 and the distribution of costs and benefits on a year-

3 by-year basis are also addressed.

4                The next slide, please.  Manitoba

5 Hydro's conclusions with respect to future customer

6 rates can be summarized as follows.  Near-term rate

7 increases in the order of 3.95 percent are required

8 regardless of the development plan chosen.  In the

9 medium term, the Preferred Development Plan is

10 projected to have cumulative rate increases that are

11 generally higher than other alternatives.  All other

12 plans evaluated have similar rate increases in the

13 medium term.

14                In the long term, plans with both

15 Keeyask and Conawapa are projected to have the lowest

16 cumulative rate increases.  The All Gas Plan and the

17 Keeyask/Gas no interconnection have the highest

18 cumulative rate increases.  The plans with Keeyask and

19 the 750 megawatt interconnection have significantly

20 lower cumulative rate increases than the All Gas Plan

21 and the Keeyask/Gas without interconnection.

22                The Preferred Development Plan is

23 projected to have the lowest cumulative rate increases

24 in -- to Manitoba customers over the long term,

25 supporting the position that an early in-service date
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1 for Conawapa should be protected.

2                I want to begin by talking about what

3 Mr. Rainkie described as the myth of the 2 percent

4 electric rate increase in Canada.  Electric utilities

5 across Canada are facing cost pressures, driving the

6 need for higher than inflationary rate increases.  As

7 outlined by Mr. Barnlund in his testimony at transcript

8 pages 2,746 to 2,749, infrastructure built after the

9 Second World War is now at or near the end of its

10 useful life, requiring refurbishment or replacement.

11                The Conference Board of Canada produced

12 an analysis that electric utilities across Canada will

13 be required to invest approximately $350 billion

14 between 2011 and 2030.  The rate increases sought and

15 approved in other Canadian jurisdictions have and

16 continue to be significantly driven by the need for the

17 specific reinvestment.  We've included some examples on

18 the slide.

19                BC Hydro rates increased by 9 percent

20 effective April 1st, 2014, and will increase by 6

21 percent in 2015 as directed by the British Columbia

22 government.  The rate increases for 2016, '17, and '18

23 have been capped by the BC government at 4 percent, 3.5

24 percent, and 3 percent respectively.

25                SaskPower implemented a rate increase of
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1 5.5 percent effective January 1st, 2014, and has

2 received approval to increase rates by 5 percent in

3 2015.  Nova Scotia Power implemented a general rate

4 increase of 3 percent in 2014, which, when combined

5 with increases to the DSM cost recovery rider, resulted

6 in overall rate increases ranging from 3.1 to 4.5

7 percent, depending on the rate class.

8                The Regie also approved a rate increase

9 of 4.3 percent, 3.5 percent for industrials, for Hydro-

10 Quebec, effective on April 1st of 2014.  Lastly, in

11 accordance with the Ontario government's 2013 Long-term

12 Energy Plan, residential bills for Ontario consumers

13 could increase by approximately 9.6 percent in 2014,

14 5.8 percent in 2015, and 15 percent in 2016.

15                By direct comparison, Manitoba Hydro's

16 projected 3.95 percent rate increases are moderate

17 relative to other Canadian utilities.  MPA noted these

18 benefits when Mr. Colaiacovo said:

19                   "Fundamentally, you have a hydro

20                   province and you're going to remain

21                   that way with all of the benefits

22                   that brings, because it does bring a

23                   lot of benefits.  The fact that your

24                   rates over the last twenty (20) years

25                   have been much lower than most other
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1                   jurisdictions."

2                In reviewing the projected annual bill

3 comparisons between Manitoba, BC, Saskatchewan, and

4 Quebec over the next ten (10) years, which is found in

5 Manitoba Hydro Exhibit 111, Mr. Barnlund surmised that:

6                   "There is no information available to

7                   us that suggests that utility costs

8                   are going to be dramatically cheaper

9                   in other jurisdictions compared to

10                   where we are today in Manitoba.  So

11                   the relative relationship between our

12                   rates and those other rates you know

13                   will not diminish significantly."

14                As in the past, Manitoba Hydro will

15 continue to balance rate increases with customer

16 sensitivity in a fiscally prudent manner.  Furthermore,

17 Manitoba Hydro's current ratepayers will continue to

18 benefit into the future from the low-cost past long-

19 term investments, in addition to the future long-term

20 investments proposed by the Corporation.

21                Manitoba Hydro currently has more than

22 $13 billion worth of assets on its balance sheet, which

23 the Corporation must maintain, and for which the

24 Corporation must recover its costs.  Additional

25 investment in Manitoba Hydro's existing assets is
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1 required to ensure ongoing safe and reliable service.

2 It is important that rates increase gradually over this

3 time in order to provide adequate revenues for the

4 required investment and existing infrastructure,

5 meanwhile avoiding the necessity of seeking higher rate

6 increases in the future.

7                Even with the addition of development

8 plans, the Manitoba Hydro electric system will be

9 comprised predominantly of existing infrastructure for

10 a significant period of time.  As a result, the need

11 for rate increases in the first five (5) to ten (10)

12 years is driven by the need to invest in system

13 reliability enhancements and in aging utility assets

14 that are becoming significantly more costly to renew

15 and maintain.

16                Costs related to development plans are

17 deferred and have no direct impact on rates prior to

18 their in-service dates.  Manitoba Hydro has

19 historically funded base capital expenditures -- that

20 is, capital expenditures not related to development

21 plans - through internally generated funds.  However,

22 Manitoba Hydro is now projecting capital coverage

23 ratios below one (1) until approximately 2016/'17,

24 indicating that projected revenues at current rates are

25 not sufficient to -- to fund those base capital
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1 expenditures.

2                As Mr. Rainkie testified:

3                   "Projected rate increases of three

4                   point nine-five (3.95) over the near

5                   term are the minimum rate increases

6                   required under all the development

7                   plans to provide for the necessary

8                   investment in infrastructure and to

9                   allow the Corporation to continue to

10                   provide safe and reliable service."

11                This position was supported by MPA at

12 transcript pages 7,315 and 16, where MPA describes the

13 relative competitiveness of -- of Manitoba Hydro's

14 projected rates.  He said:

15                   "Regardless of the plan, it includes

16                   years of rate increases for a variety

17                   of reasons.  Ratepayers are not going

18                   to be happy about many years of

19                   increases, but the mitigating factor

20                   is that in other jurisdictions there

21                   are rate increases, as well."

22                The August 2013 NFAT submission rate-

23 setting methodology assumed even annual rate increases

24 in order to achieve the targeted debt/equity ratio by

25 the end of 2031/'32.  Once the debt/equity target was
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1 reached, the projected comparative annual rates for the

2 remainder of the fifty (50) year financial forecast

3 period utilized the Corporation's interest coverage

4 ratio target of one point two (1.2).

5                In order to mitigate cumulative losses

6 in the early years of the financial evaluation period,

7 and to smooth rate increases in the 2032 time frame,

8 the April 2014 supplementary financial analysis

9 provided two (2) alternative rate-setting

10 methodologies.

11                These alternatives were provided in

12 direct response to the discussion between the Chairman

13 and Mr. Rainkie, which began at transcript pages 2,773.

14 And they were intended to aid the panel's understanding

15 of the rate impacts without the dramatic changes in

16 rates following the initial twenty (20) year period.

17 The alternative rate methodologies were designed to be

18 more closely aligned to the rate changes based on

19 income levels that Manitoba Hydro may propose in

20 practice.

21                The table that's excerpted from Manitoba

22 Hydro Exhibit 104-12-7, which is on slide 106,

23 summarizes the results of those alternative rate

24 methodologies.  Even with rate increase of 3.95 percent

25 per year using alternative rate method number 1, the
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1 Plans 1, 2, 5, 6, and 12 result in cumulative losses to

2 2021/'22 of approximately .3 to $.7 billion.

3                It's not until rate increases are raised

4 using the alternative method number 2 to being -- to

5 being four point three-two (4.32) and five point six

6 (5.6) for five (5) to seven (7) years, that the

7 cumulative losses are minimized.  The April and May

8 2014 supplemental filings, which are Manitoba Hydro

9 Exhibits 104-12-1 to 104-12-7, provided updates to

10 Plans 1, 2, 4, 5, 6, 12, and 14.  Manitoba Hydro

11 Exhibit 104-12-5, pages 2 and 3, show the cumulative

12 rate increases based on alternative rate-setting method

13 number 2 at DSM Level 2.

14                The figure and the table that follows

15 are included in the written submission, and they

16 demonstrate that in the medium term the Preferred

17 Development Plan is projected to have cumulative rate

18 increases of 69 percent.  All other viable plans

19 evaluated have similar rate increases in the range of

20 51 to 54 percent.

21                In the long term, plans with both

22 Keeyask and Conawapa are projected to have the lowest

23 cumulative rate increases: the Preferred Development

24 Plan at 96 percent and Plan 12 at 114 percent.  The All

25 Gas Plan and the Keeyask/Gas/No Interconnection have
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1 the highest cumulative rate increases, at 162 percent

2 and 145 percent respectively.

3                The plans with Keeyask and the 750

4 megawatt interconnection have significantly lower

5 cumulative rate increases in the order of 130 percent

6 when compared to the All Gas Plan at 162 percent, and

7 the Keeyask/Gas/No Interconnection Plan at 145 percent.

8                The Preferred Development Plan is

9 projected to have the lowest cumulative rate increases

10 to Manitoba customers over the long term supporting the

11 position that the early in-service date for Conawapa

12 should be protected.

13                Turning to our financial targets, the

14 alternative rate methods are provided as information to

15 this NFAT proceeding and are in no way an indication

16 that Manitoba Hydro has recommended or accepted

17 revisions to its financial targets.  In its final

18 argument at page 12, MIPUG concluded that:

19                   "Manitoba Hydro should adopt lower

20                   debt equity and interest coverage

21                   targets for at least the next twenty

22                   (20) years in order to mitigate the

23                   cost of higher rates and risks

24                   associated with higher debt in

25                   pursuing a development plan with a
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1                   Keeyask 2019 in-service date and a

2                   750 megawatt inter -- interconnection

3                   to the US."

4                In making this conclusion, MIPUG

5 referenced the alternate rate-setting methodologies

6 number 1 and number 2 that were presented by the

7 Manitoba Hydro exhibits as a suggestion that Manitoba

8 Hydro is prepared to significantly yield on its

9 debt/equity target.  MIPUG went onto say at page 46 of

10 its written argument that:

11                   "There was no opportunity to cross-

12                   examine Manitoba Hydro on these rate

13                   design alternatives, so it's not

14                   clear the -- to the extent to which

15                   they truly represent the potential

16                   policy decision to yield financial

17                   targets imposed on customers or

18                   whether they're solely a theoretical

19                   analytical exercise."

20                While Manitoba Hydro did not have an

21 opportunity to speak to the alternate rate-setting

22 methodologies that were filed towards the end of the

23 hearing, the filing of this additional material arose

24 from a discussion between the Chairman and Mr. Rainkie

25 at page 3,025 and 30 -- through 3,032 of the
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1 transcript.

2                To be very clear, this additional

3 material does not suggest a policy change or a yielding

4 of financial targets on the part of Manitoba Hydro, as

5 suggested by MIPUG, but rather is a means of providing

6 additional flexibility in terms of the quantum of the

7 rate increases and the pace of moving towards the

8 attainment of financial targets.

9                The alternate rate-setting methodology

10 is consistent with the approach successfully used in

11 the past by Manitoba Hydro to promote rate stability

12 for customers while at the same time ensuring the

13 financial integrity of the Corporation.

14                While Manitoba Hydro may be prepared to

15 accept some slippage in returning to its financial

16 targets beyond 2032, it is only prepared to do so if

17 it's fiscally prudent.

18                Manitoba Hydro has indicated in its

19 rebuttal evidence that, "If circumstances are such as -

20 - are favourable" -- if -- sorry: I

21                   "If circumstances such as favourable

22                   water flows and sufficient cashflows

23                   are present in the latter part of the

24                   twenty (20) year time period,

25                   Manitoba Hydro may have some
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1                   flexibility to taper off the

2                   projected even annual rate increases.

3                   But this would have the effect of

4                   extending the time frame of achieving

5                   the 75:25 debt/equity target."

6                Manitoba Hydro notes that in Order

7 43/'13, Directive number 10, the Public Utilities Board

8 has directed Manitoba Hydro to review the adequacy of

9 its financial targets and to report on this subject to

10 the PUB at the next general rate application.  This is

11 anticipated to be filed in late 2014 or early 2015.

12                As such, we suggest it would be

13 premature for the NFAT panel to make any firm

14 recommendations on Manitoba Hydro's financial targets

15 in advance of the review of this matter by the Manitoba

16 Hydroelectric board and the receipt and consideration

17 of this report by the PUB at the next GRA.

18                MIPUG has also argued that the projected

19 level of retained earnings under each of the

20 development plans is in excess of the amounts required

21 to mitigate the financial effects of a drought.

22 Manitoba Hydro's financial targets were established to

23 aid the Corporation in managing all of its risks.

24                While drought is a high impact, high

25 likelihood type of risk, there are others, such as
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1 major infrastructure loss, that are high impact, lower

2 likelihood.  But the magnitude and duration of such a

3 loss could overwhelm the impacts of a drought.  If the

4 Corporation faces more than one (1) risk concurrently,

5 the importance of having retained earnings increases.

6 MIPUG's use of drought as a measure of retained

7 earnings adequacy would be insufficient and would

8 potentially expose customers to significant rate

9 increases.

10                Turning to slide 10 and the issue of

11 sunk costs, MIPUG concluded that the sunk cost

12 calculations in favour -- sorry, the sunk cost

13 calculations favour plans with Keeyask and Conawapa and

14 produce artificially high rate increases to plans

15 without those plants.

16                Manitoba Hydro stated in the Information

17 Request process that the full amount of sunk costs

18 related to prior spending will not likely be written

19 off, but rather portions of those sunk costs may be

20 written off periodically as they are deemed to no

21 longer provide future benefit.

22                The choice of a long period as compared

23 to a shorter period or a one (1) year period was

24 intended to achieve approximately the same net income

25 impacts as a series of one (1) year writeoffs for
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1 propor -- for portions of the sunk costs deemed not

2 useful.  As a result, the simplifying approach does not

3 skew the projected rate impacts in plans with no

4 Keeyask or Conawapa.

5                Morrison Park Advisors supported

6 Manitoba Hydro's view that sunk costs must be

7 considered in the evaluation of development plans.  We

8 have included his quote in the written material, and

9 it's on the screen.  I'm not going to read the entire

10 thing to you.

11                The essence of Mr. Pelino's (sic)

12 evidence was that, if Manitoba Hydro does not go

13 forward with the project, the real money that was spent

14 still has to be addressed somewhere in the Company's

15 financial statements, and typically it's expensed.  He

16 indicated that this was the appropriate way to address

17 the attractiveness of the different options because

18 it's what ratepayers have to pay.

19                Mr. Chair, you raised a question

20 regarding the potential rate impact associated with

21 proceeding with Conawapa protection in the event that

22 the project is later cancelled.  Manitoba Hydro

23 provided a response in Manitoba Hydro Exhibit number

24 149.

25                Based on the projected expenditures and
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1 the response to PUB/Manitoba Hydro 238c, the total

2 actual and projected expenditures, including escalation

3 in interest, are approximately $650 million in nominal

4 dollars to the end of 2016/'17.  If, at the end of the

5 2016/'17, the Conawapa generating station was deferred,

6 the Corporation would continue to regard the facility

7 as a potential resource option, and would periodically

8 assess whether the cost incurred to date would continue

9 to provide future benefit.

10                Costs which continue to provide future

11 benefit would continue to be deferred, and costs which

12 do not would be required to be expensed.  If a

13 simplifying assumption is made, similar to the All Gas

14 Development Plan, where the costs incurred to the end

15 of 2016/'17 are amortized over an eighteen (18) year

16 period, and the debt-equity ratio of 75:25 is achieved

17 by 2032, the impact on rates is approximately an

18 additional .07 percent per year to 2032.

19                As part of the Information Request

20 process, Manitoba Hydro was requested to provide the

21 additional metric of cumulative PV of consumers'

22 revenue.  This is only one (1) metric to be considered

23 in the financial analysis.  It should be given no more

24 weight than any of the other metrics provided by

25 Manitoba Hydro.
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1                The table included in this section

2 provides the cumulative PV of consumers' revenue based

3 on the updated information.  At a real discount rate of

4 1.86 percent, plans with Keeyask and the 750 megawatt

5 interconnection have the lowest consumers' revenue

6 fifty (50) year NPV.

7                Plans with Keeyask and the 750

8 interconnection, Plan 5 and 6, are virtually

9 indistinguishable from one another based on the fifty

10 (50) year NPV.  Based on the fifty (50) year NPV, the

11 Preferred Development Plan is lower than the All Gas

12 Plan.

13                While Manitoba Hydro accepts that NPV

14 may be utilized to examine consumers' revenue for NFAT

15 purposes, Manitoba Hydro fundamentally disagrees with

16 applying extremely high discount rates in the

17 determination of the time value of money for customers'

18 bills.

19                Manitoba Hydro demonstrated through

20 cross-examination of Morrison Park Advisors that a

21 nominal discount rate of 10 percent translates to an

22 imputed return on equity of 21 percent.  At transcript

23 pages 2,947 and 2,948, Mr. Rainkie refuted the concept

24 of disproportionately high rates of return to consumers

25 on revenues paid to Manitoba Hydro for their energy
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1 consumption.

2                To quote in part from what's on the

3 screen:

4                   "We don't charge a customer a 9 or 10

5                   percent rate of return.  In fact, if

6                   you look at our net income and kind

7                   of back calculate that over our

8                   equity, we probably charge a 3 to 5

9                   percent rate of return.  So am I

10                   going to pay the customer 21 percent

11                   when I'm only charging them, you

12                   know, 3 to 5 percent in the first

13                   instance?  That would seem rather

14                   perverse.  I never thought of

15                   Manitoba Hydro as a financial

16                   institution where you put -- you put

17                   your money and we offer a rate of

18                   return.

19                   We provide a critical service to

20                   Manitobans at a fair cost."

21                Manitoba Hydro's analysis shows that

22 plans with Keeyask and an interconnection have lower

23 NPVs of customer bills at a fairly wide range of

24 discount rates, but plans with Conawapa have lower NPVs

25 at lower discount rates.
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1                Mr. Rainkie cautioned that:

2                   "Mathematically, at the type of

3                   discount rate, the fact that you are

4                   multiplying by any value of it is

5                   because it's so small.  So I think

6                   what you're doing is actually

7                   imputing intergenerational equity in

8                   the situation.

9                   You just have to careful that, by

10                   jacking up discount rates or

11                   truncating evaluation periods, that

12                   you're not really just screening

13                   hydroelectric power out.  The very

14                   same fuel that's got us, you know,

15                   the favourable rate position that we

16                   have right now."

17                Mr. Rainkie further stated that:

18                   "Manitoba Hydro is here through its

19                   mandate to provide power for the long

20                   term.  We have to care about what's

21                   happening in the current generation

22                   and the future generations of

23                   Manitobans."

24                Manitoba Hydro submits that Conawapa

25 should not be dismissed out of hand based on a highly -
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1 - extremely high discount rates applied to analyze the

2 NPV of customers' bills, and that plans which include

3 an early in-service date for Conawapa should be

4 protected.

5                I want to spend just a minute on the IEC

6 financial models.  Manitoba Hydro's of the view that

7 those models are not sufficiently robust to be

8 considered reliable for detailed short-term decision

9 making or rate-setting purposes.

10                Morrison Park Advisors confirmed that

11 their financial model was designed to be indicative and

12 informative in showing directional trends and providing

13 comparative results between development plans and

14 scenario assumptions, and not designed to be used for

15 rate-setting purposes.

16                La Capra also indicated that the

17 intended purpose of the LCA dynamic rates model was

18 focussed on the NFAT proceeding.  Manitoba Hydro has

19 concluded that the LCA dynamic rates model fails to

20 provide credible financial forecasts, and ought not to

21 be used for financial analysis for the purposes of the

22 NFAT or for rate setting.

23                The La Capra model does not forecast

24 impacts to cash, net debt, or the compounding effects

25 of finance expense impacts resulting from changes to
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1 rates, domestic revenues, load forecasts, capital

2 costs, net debt, export sales, fuel and power purchases

3 for the target value and timing of achieving financial

4 ratios.

5                La Capra's fundamental omission of these

6 cash flows has a material impact.  In one (1) example,

7 the NPV difference between Manitoba Hydro's analysis

8 and the flawed LCA modelled results is approximately $1

9 billion.  We have provided more details of that in

10 written argument, and you may recall the example of the

11 interest coverage target ratio sensitivity.

12                We walked carefully through the LCA

13 model results and the Manitoba Hydro model results, and

14 while I'll admit it probably was not the most exciting

15 cross-examination you've ever heard, it did establish

16 that there was a $1 billion difference between the LCA

17 model and Manitoba Hydro's results.

18                In response to a question from you, Mr.

19 Chair, Mr. Athas suggested that the LCA model results

20 were within a tenth of a percent, or maybe even a

21 couple of tenths of percent, at transcript page 6,374.

22                However, I submit to you that the cross-

23 examination that proceeded that discussion demonstrates

24 that this is incorrect.  The NPV difference between

25 those models is a billion dollars, and that's not close
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1 enough.  It results in an overstatement to rate

2 increases by 33 percent over thirty (30) years.  The

3 Board should be very cautious if it chooses to consider

4 the La Capra model results.

5                The MPA model was constructed with more

6 sophisticated modelling logic, and it included the

7 effects of cash flow, but it also had shortcomings,

8 which would limit its use, including a simplifying

9 assumption for interest capitalized, which would tend

10 to overstate gross interest expense, understate net

11 income, and overstate rate increases in those years.

12                Turning to slide 113.  With respect to

13 Manitoba Hydro's conclusion regarding financial risks,

14 as is evidenced in Manitoba Hydro Exhibit 104-12-6,

15 Manitoba Hydro's conclusions can be summarized as

16 follows.  In the medium term, development plans with

17 both Keeyask and Conawapa have the highest fixed assets

18 and retained earnings.

19                In the long term, plans with both

20 Keeyask and Conawapa have the strongest balance sheet,

21 with the highest level of fixed assets and retained

22 earnings.  Development plans with both Keeyask and

23 Conawapa are more robust in their ability to absorb

24 adverse financial impacts in the medium term and

25 extending through to the end of the study period.
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1                Net debt levels are converging towards

2 the end of the study period for all development plans.

3 Manitoba Hydro is embarking upon its development pran -

4 - plans from a position of financial strength.  The

5 history of Manitoba Hydro development shows a weakening

6 of financial metrics as measured by the equity ratio

7 through periods of expansion, but a recovery following

8 in-service.

9                Coming from a period with the highest

10 equity ratio in its history, the Corporation is well-

11 situated to move forward with its upcoming capital

12 investments with a greater ability to protect

13 ratepayers from sudden or excessively large rate

14 increases.

15                This table summarizes the updated

16 projected net fixed assets, net debt, retained

17 earnings, and debt-equity ratios as at 2031/'32 and

18 2061/'62.  It's been extracted from Manitoba Hydro

19 Exhibit 104-12-6, and as you can see, net assets and

20 retained earnings are highest throughout most of the

21 study period with -- under plans with Conawapa.

22                While net debt levels are the highest

23 with the development plans that include Keeyask and/or

24 Conawapa in the medium term, they also have the highest

25 fixed assets and retained earnings.  In the long term,
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1 development plans with Keeyask and Conawapa have the

2 strongest projected balance sheet, with high levels of

3 fixed assets and retained earnings.

4                Regardless of the Development Plan

5 undertaken, Manitoba Hydro's system is and will remain

6 predominantly hydro-based, and the impact of an

7 extended drought affects all of the -- the development

8 plans similarly in the near term.  The impacts of

9 drought increase over time with Keeyask and Conawapa.

10 However, development plans with both Keeyask and

11 Conawapa generating stations are more robust in their

12 ability to absorb financial impact in the medium term

13 and extending through to the end of the study period,

14 given their comparatively higher level of retained

15 earnings.

16                Turning to debt, the net debt levels are

17 converging towards the end of the study period for all

18 development plans.  The plans with Conawapa have the

19 highest level of net debt in the near term, which

20 declines following the in-service of Conawapa.  In

21 considering the delayed implementation of Conawapa to

22 2040, which is Plan 12, such a deferral leads to this

23 plan requiring a longer period of time to retire its

24 debt.  Therefore, Plan 12 shows the highest net debt

25 levels to 2062, relative to the other plans.
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1                The All Gas Plan has the lowest level of

2 net debt initially, but increases throughout the study

3 period, and converges with the Preferred Development

4 Plan net debt by 2062 due to the continue -- continuous

5 addition of gas facilities.

6                Manitoba Hydro's debt management

7 strategies are strong.  This was evidenced by Moody's

8 in their credit report in -- on Manitoba Hydro, wherein

9 they stated that they:

10                   "...view Manitoba Hydro as being

11                   capable of prudently managing debt."

12                This view was also affirmed by MPA when

13 they stated that:

14                   "Manitoba Hydro has a very

15                   sophisticated treasury plan."

16                Manitoba Hydro's debt is considered by

17 credit rating agencies to be self-supporting.  To the

18 extent that Manitoba Hydro prudently manages its debt

19 and maintains it's self-supporting status, Manitoba

20 Hydro's capital investment plans should have no

21 significant impact on the province of Manitoba's credit

22 rating.

23                In the response to PUB/MPA 27a, Morrison

24 Park advisors introduced a calculation of implied

25 stranded debt, in which they addressed the upper limit
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1 of potential unsupported debt.  At transcript page

2 7,566 Morrison Park advisors clarified that:

3                   "It's purely a mathematical

4                   calculation, and it's a theoretical

5                   up -- upper limit.  By no means is

6                   that a judgment of an actual finical

7                   distress situation.  It's simply one

8                   (1) measurement that was used to

9                   indicate for us when we were trying

10                   to understand how financial distress

11                   could conceivably occur, that this

12                   would be a directional flag for us to

13                   look at certain kinds of situations."

14                On cross-examination, Morrison Park

15 Advisors confirmed that Manitoba Hydro's interest

16 coverage ratio includes non-cash items, and if those

17 non-cash items are added back, that Manitoba Hydro has

18 sufficient cash flow to meet bond holder payments at an

19 interest coverage ratio as low as approximately point

20 eight (.8) times.  As a result, Morrison Park Advisor

21 calculation of at one point two (1.2) times is

22 overstated.

23                Morrison Park Advisors's final

24 conclusion on the various levels of debt between the

25 plans is that the financial risk is acceptable.  At
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1 transcript page 7,513, Mr. Colaiacovo said:

2                   "Do any of the levels of projected

3                   debt present an unacceptable risk to

4                   the province?  It doesn't appear so

5                   when you go through this analysis."

6                MIPUG also concurred with MPA's

7 assessment of the risk of debt in its closing

8 submission.  I quote:

9                   "The evidence is that the debt is

10                   readily manageable, is highly

11                   unlikely to lead to any adverse

12                   impacts on the provincial credit

13                   rating, even under extreme adverse

14                   conditions, and further, even if

15                   there were severe financial pressures

16                   at Hydro, at most, a fraction of

17                   Hydro's debt would be considered not

18                   self-sustaining.  This fraction of

19                   debt would remain well within the

20                   province's ability to defend the --

21                   to credit rating agencies -- sorry,

22                   to defend to credit agencies."

23                The flexible pathways provided Manitoba

24 Hydro with options to manage through future

25 uncertainties.  Management has additional options, such
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1 as cash -- cash conservation, deferring spending,

2 bridge financing, and rate increases to manage

3 liquidity risk and to ensure that Manitoba Hydro's debt

4 remains self-supporting.  Manitoba Hydro has

5 historically managed adverse conditions, including

6 drought, in a -- in a balanced way, and the Corporation

7 will continue to do so.

8                I want to talk for a minute at slide 116

9 about the risk of deferral.  Delaying a decision to

10 build to a future decade may not necessarily be cost-

11 effective.  As Mr. Rainkie described, Exhibit 111 shows

12 quite a different perspective from the so-called risky

13 great big hydro plan versus this tiny little gas plant

14 investment that you make at the front end.

15                Mr. Rainkie further summarized the

16 evidence, which demonstrated that Plan 14 has stable,

17 low-cost, larger investment at the front end versus a

18 series of investments under All Gas, but in the end, we

19 end up with the same level of net debt and higher

20 levels of equity.  The financial evaluation

21 demonstrated that uncertainty in customer rates is

22 greater in the medium term, but lesser in the long term

23 under the Preferred Development Plan relative to All

24 Gas and Keeyask/Gas/750.

25                Once a hydro facility has been
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1 constructed, the cost is relatively fixed.

2 Comparatively, in a gas-based plan, the continuous

3 addition of gas facilities throughout the study horizon

4 is subject to inflationary impacts on those capital

5 costs.

6                Although it is tempting to focus on the

7 short-term risks associated with large hydroelectric

8 investment, one ought to be mindful of the larger -- of

9 the longer term risks of gas -- plans of gas or a

10 deferred Conawapa.

11                Hydroelectric construction costs are

12 growing at more than the rate of inflation.  As was

13 described by Mr. Schultz:

14                   "One could make the argument that

15                   there's higher interest rate risk,

16                   for instance, in the All Gas Plan as

17                   compared to the Preferred Development

18                   Plan, particularly at a time when we

19                   have a low interest rate environment

20                   and we can secure many of the near-

21                   term, or, you know, about to be near-

22                   term financing at historically low

23                   levels, as opposed to rolling the

24                   dice and seeing what happens in the

25                   future with all those cascading gas
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1                   plans coming on."

2                This observation was reinforced by MIPUG

3 in their final submission.

4                Deferring the construction start of

5 Conawapa exposes this project to the same inflationary

6 and interest rate risks.  It is wise to take advantage

7 of the existing low interest rate environment to

8 finance Manitoba Hydro's development plans as opposed

9 to waiting until a future date when interest rates

10 could be higher.

11                While the savings to ratepayers' costs

12 in plans with Conawapa have diminished with the higher

13 capital cost and the deferral of Conawapa, it is

14 prudent to maintain the optionality between development

15 plans, which may include and continue to protect

16 Conawapa, given the upside potential.

17                As part of the regular planning cycle,

18 Manitoba Hydro will continue to assess the capital

19 costs and the economic, financial, and export

20 conditions, including opportunities to negotiate

21 additional export sales.

22                During the NFAT process, a number of

23 Intervenors submitted that Manitoba Hydro's future rate

24 increases, as projected in the Preferred Development

25 Plan, will disproportionately impact low income
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1 customers.

2                CAC expert witnesses Mr. Stevens and Dr.

3 Simpson provided evidence in respect of the impact of

4 increases in electricity rates on low and non-low

5 income households in Manitoba.  Manitoba Hydro

6 recognizes the issue of low income rate affordability,

7 but submits that this issue does not have a bearing on

8 the determination of which development plan should be

9 chosen, given that rate increases of a similar

10 magnitude will be required for the next several years

11 under all plans, and will impact all of Manitoba

12 Hydro's customers.

13                Furthermore, as has been the subject of

14 prior general rate applications, Manitoba Hydro's

15 legislative mandate does not extend to addressing

16 issues of income distribution or social policy.

17                Manitoba Hydro's mandate flows from the

18 Hydro Act.  Manitoba Hydro charges rates adequate to

19 cover the cost of supplying power, and has a

20 legislative requirement to charge equal rates to each

21 class of customers, which rates shall be the same

22 throughout the province.  Manitoba Hydro does not and

23 cannot distinguish whether or not a customer is low

24 income in establishing rates for each customer class.

25                In Manitoba Hydro's respectful
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1 submission, issues of distributional effects are

2 complex and extend beyond considerations associated

3 with indicative electric prices -- price increases.

4 Furthermore, these issues ought to be addressed through

5 the setting of social policy, which is within the

6 purview of the government.

7                CAC presented a ratepayer panel to offer

8 opinions and some personal information as to the

9 potential impacts of rate increases on the individuals

10 who appeared.  CAC has suggested that based on the

11 evidence of these ratepayers, the Board should

12 understand that ratepayers prefer lower rate increases

13 in the immediate term, with higher late -- rate

14 increases coming later, and generally fewer rate

15 increases overall.

16                Manitoba Hydro acknowledges that payment

17 of utility bills and other expenses are not easy for

18 all customers.  However, we respectfully submit that

19 the role of the PUB, either in general rate

20 applications or in this proceeding, is to ensure a

21 financially stable utility capable of providing safe

22 and reliable electricity to Manitobans, being mindful

23 of the impacts of rate increases on customers.

24                It is not within the mandate of Manitoba

25 Hydro or of this Board to take on the role
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1 appropriately reserved to the province of Manitoba to

2 provide social assistance programs directed at low

3 income customers by providing low income rates or rate

4 subsidies.

5                Ultimately, Manitoba Hydro concurs with

6 the position expressed by Dr. Simpson at transcript

7 pages 7,865 and 7,867, that transfers to address

8 affordability of electricity rates should be delivered

9 through income-based credits rather than adjusting

10 rates charged by the utility.

11                As stated by Dr. Simpson:

12                   "If you're concerned about the

13                   hardship associated with poverty in

14                   households with low income, direct

15                   transfers are a much wider way of

16                   dealing with that than trying to

17                   fiddle around with those prices which

18                   may have all sorts of unintended

19                   consequences."

20                Manitoba Hydro generally concurs with

21 the MKO, that the financial impact of development plans

22 will affect customer groups differently, depending on

23 how these costs are ultimately reflected in the rate

24 schedule.  However, matters associated with how costs

25 will be allocated and rates designed to recover those
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1 costs are matters more appropriately addressed in

2 future proceedings, such as at a cost of service review

3 or a general rate application.

4                The MKO recommendations outlined at

5 pages 10 to 18 of MKO's final argument have not been

6 appropriately examined and tested in this proceeding.

7 Some of these recommendations are contrary to

8 provincial legislation.  Some may be -- be -- may be

9 more appropriately addressed in separate regulatory

10 proceedings, and some are not matters which ought to

11 involve Manitoba Hydro or the Public Utilities Board,

12 but rather are matters to be addressed between the MKO

13 communities and government agencies who have

14 jurisdiction over those matters.

15                As I indicated, rate increases will be

16 required regardless of the development plan chosen.

17 Manitoba Hydro concurs with Mr. Stevens and Dr. Simpson

18 that the best way for Manitoba Hydro to assist lower-

19 income customers with respect to the impact of rate

20 increases is through energy efficiency.

21                   "In general terms, any measures that

22                   can reduce a low-income household's

23                   expenditure on electricity would

24                   serve the same purpose

25                   Dr. Simpson].  In that regard, the
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1                   demand-side management programs that

2                   were targeted to low-income

3                   households would have the desired

4                   effect of making them less vulnerable

5                   to price increases of electricity.

6                   It would cushion that impact by

7                   allowing them to reduce their

8                   consumption of electricity."

9                You'll find that at transcript pages

10 7,880 to 7,881.

11                Manitoba Hydro continues to provide,

12 through its affordable energy program, sustainable,

13 long-term solutions to customers by improving energy

14 efficiency of their home, which results in ongoing

15 reduced consumption and low energy bills.

16                For lower-income customers,

17 participation -- participation in the Affordable Energy

18 Program can result in an average annual bill reduction

19 of six hundred and seventy-five dollars ($675) for

20 electrically heated customers, as stated in the 2014

21 Power Smart Plan at page 10.

22                Due to the unique barriers to

23 participation in this demographic, the Affordable

24 Energy Program is delivered through a multi-pronged

25 approach, which includes participation directly through
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1 Manitoba Hydro, participation through community and

2 neighbourhood initiatives, and through Manitoba Hydro's

3 customized First Nations approach.

4                The program continues to evolve,

5 building on community networks and partnerships to

6 expand within this hard-to-reach market sector.  This

7 is consistent with Mr. Dunsky's testimony that to reach

8 these lower-income markets, aggressive promotion is

9 needed as opposed to promotions solely through

10 pamphlets or announcements.

11                Manitoba Hydro agrees and recognized

12 this with the marketing campaign launched in the fall

13 of 2013.  As Mr. Dunsky testified, some lower-income

14 people may not participate as the offer may seem,

15 quote, "too good to be true."  Manitoba Hydro also

16 recognized this concern, and as such has adjusted its

17 marketing message to address this barrier with the

18 objective of increasing participation.

19                As Ms. Morrison testified, there are

20 several programs, strategies, and initiatives speci --

21 specifically aimed at increasing Power Smart

22 participation in the First Nation communities.  All

23 First Nation members can participate in all of Manitoba

24 Hydro's Power Smart programs.

25                As testified by Mr. Dunsky, to have
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1 greater success with participation in First Nation

2 communities, it is best to involve program community

3 representatives directly.  Through the Power Smart

4 First Nations program, a dedicated Manitoba Hydro

5 energy advisor works directly with the First Nation

6 band housing coordinator to identify homes for free

7 basic energy efficiency upgrades and free home

8 insulation upgrades.

9                The energy advisor works with the band

10 to assist with training for the installation of the

11 measures, which in turn provides employment for the

12 First Nation members.

13                The -- for commercial band buildings, as

14 Ms. Morrison testified, Manitoba Hydro energy service

15 advisors provide free energy assessments of the band-

16 operated buildings to identify opportunities for energy

17 efficiency improvements and available Power Smart

18 initiatives to assist with those potential projects.

19                Customers with arrears are eligible to

20 participate in Manitoba Hydro's Affordable Energy

21 Program.  As a prerequisite, however, the customers

22 must first arrange and agree to acceptable payment

23 arrangements to address the arrears, which Manitoba

24 Hydro is quite flexible in accommodating each

25 customer's specific situation.  To date, Manitoba Hydro
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1 has not declined any customer in the private homeowners

2 category, as the customers have all agreed to

3 acceptable payment arrangements with Manitoba Hydro's

4 credit department.

5                With First Nation communities, Manitoba

6 Hydro has been successful in working with most

7 communities or First Nation members to agree to

8 acceptable payment arrangements.  However, there are

9 some situations whereby acceptable payment arrangements

10 have still not been agreed to by the First Nation

11 communities and Manitoba Hydro.

12                That brings me to a bit of an aside.  In

13 the final arguments that we heard over the last couple

14 of days, a number of Intervenors relied quite

15 extensively upon information made during presentations

16 to the panel.  This is a bit of a concern to Manitoba

17 Hydro.

18                Presentations are not evidence, and they

19 should not be treated as such.  The individuals were

20 not sworn, and nor was their information tested through

21 cross-examination as is typically required by the PUB

22 rules for evidence.

23                It is readily apparent why these

24 processes are mandated by the PUB rules.  The Board

25 requires a balanced perspective, and needs to know that
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1 the information on which it is basing its

2 recommendations are reliable.  This is why we have the

3 processes for testing of information.

4                By way of example, we had a presenter

5 express frustration with the lack of communication with

6 Manitoba Hydro.  Had Manitoba Hydro been afforded the

7 opportunity to cross-examine on this presentation, we

8 may have asked questions relating to attendance at open

9 houses or communications with staff.

10                In another case, we had a presenter

11 comment on rates in other jurisdictions.  Manitoba

12 Hydro questions the accuracy of that information, but

13 there is no means of testing it.

14                Both of these pre -- presentations were

15 referenced in final argument as if they were evidence,

16 and they are not.  The courts have been quite clear

17 that tribunals should not favour unsworn presentations

18 over sworn evidence, so as a caution, we wish to bring

19 to your attention that there is the distinction between

20 presentations and evidence, and that the Board should

21 be mindful of that in its deliberations.

22                With that, I conclude my comments on

23 finance.  We are in a position to move to a discussion

24 of macroenvironmental and socioeconomic benefits.  If

25 it pleases the Chair, it would be an appropriate time
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1 to step down for a short break, and we'll rearrange our

2 chairs.

3                MS. PATTI RAMAGE:   Sorry.  I'm back.

4 Yeah.  I never promised.  This morning I ran through

5 what I would call the Readers Digest version of the

6 Preferred Development Plan, but it isn't in any of the

7 materials, and Mr. Wojczynski, who has energy beyond

8 imagination, managed to type up that piece.  So if the

9 Board is interested, we have it and we can distribute

10 it so you can add it to your -- your materials.  So

11 we'll do that at the break and assign it -- Ms. Mayor

12 can maybe assign it an exhibit number.

13                THE CHAIRPERSON:   Okay.  Thank you for

14 that.  So with that, we'll take a ten (10) minute

15 break.  Thank you.

16

17 --- Upon recessing at 2:32 p.m.

18 --- Upon resuming at 2:48 p.m.

19

20                THE CHAIRPERSON:   I think we're ready

21 to resume the proceedings.  Mr. Wojczynski, I realized

22 you're the only non-lawyer sitting in that front row.

23                MR. ED WOJCZYNSKI:   Scary.

24                THE CHAIRPERSON:   Ms. Boyd, good

25 afternoon.
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1 SUBMISSION BY KEEYASK PARTNER FIRST NATIONS:

2                MR. JACK LONDON:   Actually, it's --

3 it's --

4                MS. JANET MAYOR:   I was going to

5 introduce you and make this beautiful, eloquent speech,

6 but --

7                THE CHAIRPERSON:   Ms. -- Ms. Mayor.

8                MS. JANET MAYOR:   -- I'll just let you

9 start.

10                THE CHAIRPERSON:   Ms. Mayor...?

11                MR. JACK LONDON:   But I'm -- I'm

12 starting, Mr. Chair.  I have a distinctly feminine

13 side, and I'm not happy sitting beside Wojczynski when

14 there are five (5) other women on the panel I could be

15 sitting beside.

16                Members of the Board, my name is London.

17 I appear before you this morning as counsel to the Fox

18 Lake Cree Nation, but by agreement amongst all of the

19 four (4) Cree Nations who are partners in Keeyask, I

20 will be speaking on behalf of them all.

21                I have a written copyment -- writ --

22 written copy of this oral argument, and it has an

23 Exhibit number 209 -- MH-209, and it will be

24 distributed at the end of the -- the comments.

25
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1 --- EXHIBIT NO. MH-209:    Cree Nation submissions

2

3                MR. JACK LONDON:   Our clients want to

4 be clear that though we have been restricted to being

5 part of the Manitoba Hydro delegation in these

6 proceedings, our submissions on behalf of the partners

7 are exactly that.  They are not submissions for or from

8 Manitoba Hydro.

9                Our submission today is from the hearts

10 of our clients, the citizens, whose lives uniquely --

11 uniquely in these proceedings are put in the good

12 graces of your judgment.  We suggest that judgment

13 ought to be based on the proposition that our clients'

14 very future, and the future of their youth, is at stake

15 in the recommendations that you will make to the

16 Government of Manitoba.

17                The Cree Nation position is quiti -- is

18 quintessentially a request for outcomes from the Board

19 and from the province which will allow them to take

20 steps out of poverty and hopelessness into a future

21 which will other -- which -- which we all otherwise

22 take for granted.  That is one of opportunity and

23 choice in their lives.

24                 Ownership of profitable projects in

25 which they have influence and which give them a sense
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1 of control over their own lives are crucial steps to

2 achieving that opportunity and choice.  This is the

3 'see change' of which our clients spoke of the hearings

4 of the Clean Environment Commission and which that

5 Commission heard, accepted, and recommended

6 accordingly.

7                They ask the same of you in these

8 proceedings.  The conclusions our clients wish you to

9 reach, and the recommenda -- recommendations they wish

10 you to make are as follows.  First, as recommended by

11 Manitoba Hydro, the Green Action Centre, and MIPUG, the

12 advancement of Keeyask to 2019 and the construction of

13 the 750 megawatt interconnection should proceed post

14 haste.

15                There's no reason to delay and every

16 reason to believe that the short- and long-term

17 interests of Manitobans, let alone our clients, will

18 best be served by focussing on opportunity rather than

19 short-sighted, short-term, and small thinking on

20 immediate needs and disputed risks.  Manitoba has few

21 big-time resources on which to build its future.  Water

22 power is one of them, and its potential benefits should

23 not be curtailed or deferred.

24                Indeed those concepts were perhaps best

25 expressed by Tataskweyak Cree Nation Elder William
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1 Beardy, who is referenced in our written submission,

2 and who said:

3                   "The land and waters and the

4                   resources have provided for us in the

5                   past.  We can't exercise our

6                   traditional pursuits as in the past

7                   because the waters have changed.  Yet

8                   those waters and those powers could

9                   once again help to provide for our

10                   people."

11                Secondly, the 2026 in-service date for

12 Conawapa must be protected for two (2) reasons.

13 Manitoba Hydro should be given the opportunity to

14 demonstrate over the next, say, four (4) year period

15 that desirable export contracts can be and will be

16 concluded so as to build a proper business case for

17 proceeding.  And equally. because of what Karen

18 Anderson said, quote:

19                   "We see Hydro's Preferred Development

20                   Plan which includes Keeyask in 2019,

21                   Conawapa in 2026, and a 750 megawatt

22                   line as essential and vital to our

23                   interest.  Hydro power is one (1)

24                   stone, a cornerstone of our plan to

25                   live mino pimatisiwin, the good life,
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1                   where our people can enjoy and

2                   maintain our land-based pursuits as

3                   well as enjoying and pursuing

4                   opportunities that the non-First

5                   Nation community takes for granted.

6                   Because Conawapa will be built in our

7                   resource management area, the

8                   approval and development of Conawapa

9                   is of huge importance to us and to

10                   our future generations."

11                All of the tra -- all of the transcript

12 references will be in the written portion of -- the

13 written paper of this oral argument.

14                Though Ms. Anderson was expressing her

15 perspective from the point of view of Fox Lake, it is

16 shared by all four (4) of our clients on the basis of

17 proper process.  After ten (10) years of negotiation,

18 Fox Lake has a key terms agreement already in existence

19 with Manitoba Hydro for partnership in Conawapa, but

20 there is much more detail yet to be agreed upon.

21                Consultations and negotiations also need

22 to be effected with Tataskweyak, York Factory, War

23 Lake, and Shamattawa.  Moreover, in the case of all

24 five (5) Conawapa Cree Nations, there have not yet been

25 consultations by the leadership of the Nations with the
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1 membership of each of their Nations, who will and must

2 have the final say on whether to participate as a

3 partner, and on what terms and conditions.

4                What is key to understand is this.  The

5 negotiation of excellent export contracts takes time

6 and momentum.  Negotiations and consultations with the

7 Conawapa Cree Nations and between the leadership of the

8 nations and their -- and their members take time and

9 momentum.  Training programs take time and momentum.

10 Environmental protection takes time and momentum to

11 study and report.

12                Resources need to be available to do

13 them right.  And there must be a clear understanding

14 and goal that if everything falls into place, as our

15 nations believe it will, the effort and enger -- energy

16 and thought will have bene worthwhile and no one at the

17 other end will feel as though they have been cheated or

18 taken for granted by some arbitrary termination or

19 delay.

20                There have been differing perspectives

21 about under what circumstances and conditions these

22 efforts to achieve the goal of a viable Conawapa

23 project can and will be achieved.  But we can say

24 without reservation that, from our clients'

25 perspectives, any attempt to disrupt or derail
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1 activities which have been ongoing for some time --

2 negotiations and consultations, employment and training

3 of clients' members and others in the North,

4 environmental assessments by Manitoba Hydro and

5 Aboriginal traditional knowledge -- would be received

6 by our clients as a huge mistake and a breach of trust.

7                Our clients have been in the process now

8 for a decade of developing capacity, infrastructure,

9 joint ventures, band-owned enterprises, band-owned

10 consulting organizations, healing and protective

11 programs, and a real feeling of being part of the

12 environmental investigation.

13                To stop that now or to slow it down

14 would be to destroy that momentum and all that has been

15 built to date.  It would be perceived as just another

16 blow in a long history of blows by non-Aboriginal

17 institutions to their path to a brighter future.

18                In our clients' views, let alone those

19 of Manitoba Hydro, for whom this is also true, you

20 cannot take apart the infrastructure, lay off or fire

21 the personnel, see the joint venturers moving onto more

22 fertile ground, training wasted and your people

23 desponded because the future has just clos -- closed

24 down and expect that three (3) years or five (5) years

25 or ten (10) years later it will all simply start up
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1 again with ease and without tremendous pain having been

2 inflicted.  That cannot happen.

3                Let us be clear on the point.  We do not

4 suggest that all of this must and will go beyond a

5 point where it is clear that Conawapa is not viable

6 because the export contracts are not there.  Those are

7 reasons which our clients may then understand and

8 tolerate.

9                But they say, Until that becomes clear,

10 say four (4) years from now, as Mr. Wojczysnki has

11 suggested, that the exports are not there, progress

12 must continue, and that can only happen if the in-

13 service date is protected.  The First Nations can no

14 longer be taken for granted as policy is made in the

15 suppression of their legitimate rights and dreams.

16 That era has ended.

17                Assuming the project is a go, of course,

18 prior to any shovel going into the ground, adverse

19 effects agreements for all affected parties will have

20 to be completed.  And, of course, it can only proceed

21 after a full environmental assessment -- assessment

22 process with the Clean Environme -- Environment

23 Commission and the Canadian Environmental Assessment

24 Agency evidencing that there are no significant adverse

25 effects.
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1                The Province of Manitoba will have

2 conducted and completed its obligations for Section 35

3 consultations with the appropriate First Nations.  I'll

4 turn back to that word 'appropriate', 'appropriate

5 First Nations', in a moment.  By then, however, of

6 course, the regional cumulative effects process now

7 apparently underway with the province will have long

8 completed, about which, by the way, our clients have no

9 concern since, in the view of our clients, their

10 hundreds of years of living in the vicinity of these

11 dams and accessing their environments has given them a

12 full and thorough understanding of the cumulative

13 effects of all the hydro projects, full stop.  Our

14 clients say that there is nothing that they don't

15 already know and have not known for a very long time

16 about the effects of the projects on the Nelson River.

17                I want to turn back now for a few

18 moments to canvass a few of the issues which have

19 arisen during the course of the hearing on which our

20 clients wish to comment and on which they hold

21 perspectives.

22                The first has to do with our clients'

23 views that the most important aspect of the 'see

24 change' in the new era of their association with

25 Manitoba Hydro is that projects are developed only with
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1 the prior free and informed consent of the inhabitants

2 of the area flooded by the reservoir and most affected

3 by the const -- the -- by the construction of the dam.

4                In doing so, I needlessly thought I

5 might be required to enter the discussion prompted by

6 Ms. Saunders -- a very well-delivered argument which I

7 admired -- on behalf of the Manitoba Metis Fed --

8 Federation, that it has been wrongly disregarded, both

9 in terms of consultation and sharing of benefits.  This

10 ground, too, was fully and more completely covered by

11 the CEC and rejected.  However, I note that Ms.

12 Saunders nor Mr. Orle for MKO did not go so far as to

13 argue that the MMF or others be partners in Keeyask or

14 Conawapa.

15                I'm relieved that she stopped short of

16 that argument, because we would now have had to hold a

17 long discussion about the Constitution of Canada, the

18 fact that the MMF is not an entity which has Section 35

19 rights, which belong only to established Metis

20 communities, of the existence of which, in the shadows

21 of Keeyask and Conawapa, no evidence has been provided

22 at this hearing, as it was not provided at the CEC

23 hearing.

24                We also would have had to have a

25 discussion that Section 35 duty to consult is only that
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1 of the province in any event.  Fortunately, we do not

2 have to have those discussions at all, so I will go on.

3                Our clients are pleased that the very

4 affirming reports of the CEC and CEAA have been filed

5 in evidence at this hearing so that they feel no need

6 to make extensive arguments on environmental,

7 macroenvironmental, or socioeconomic -- on economic

8 benefits, since the CEC in particular heard all of what

9 has been heard in the course of this hearing from all

10 of the same witnesses who also testified at the CEC

11 hearing, the evidence there being magnified at the CEC

12 hearing by a factor of a hundred (100), and they

13 suggest respectfully that under those circumstances, it

14 would be appropriate for this Board simply to adopt the

15 CEC conclusions and recommendations on all of those

16 matters.

17                I want now to come back to the issue of

18 the see change effected by the recognition of the need

19 for the prior, informed, and free consent of the

20 appropriate, most affected communities in the vicinity

21 of the projects.

22                In that regard, it's important to

23 recognize that Keeyak -- Keeyask is being built in the

24 Split Lake resource management area, and Conawapa will

25 be built in the Fox Lake resource management area.
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1                Resource management areas, as some of

2 the members of the Board will be aware, as a public --

3 as a matter of public record, were created so has -- so

4 as to have the resources of a traditional area managed

5 by a resource management board, membered by

6 representatives of the province and the relevant single

7 First Nation.  They have investigative and

8 recommendatory powers to the province on development,

9 resource use, and land use in those areas.

10                On top of that, some of the agreements

11 define the traditional territories of the First Nations

12 for the purposes of determining many things, but one

13 (1) of them is to be helpful in determining which First

14 Nations need to be consulted more and less on proposed

15 developments like hydro projects.

16                In the case of Keeyask, the four (4)

17 Nations most affected by it: Tataskweyak and its Split

18 Lake resource management area, hence its majority share

19 of the Cree participation -- it's in its Split Lake

20 resource management area -- and all four (4) in their

21 traditional territories, where the parties with whom

22 Manitoba Hydro rightly agreed to partner on Keeyask,

23 remembering, in fact, that it was Tataskweyak which

24 first proposed the commercial pro -- partnership to

25 Manitoba Hydro.
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1                It's the view of our clients that the

2 appropriate partnership -- part -- the appropriate

3 partners in such commercial endeavours with Manitoba

4 Hydro are those who are most and significantly impacted

5 by those developments, those who live in the very

6 shadow of the dams.

7                There perhaps might be other forms of

8 benefit sharing with others, but the in-vicinity

9 Nations are the ones who are entitled to partner in and

10 benefit from the exploitation of the resources in their

11 resource management areas or traditional territories,

12 since they are the ones who have always been there,

13 have truly been the ones who have suffered and suffered

14 most, and who have a valid claim to those resources.

15                On the issues of consent and reward, our

16 clients have very strong views and principles.  Let me

17 take a moment to refresh your memories of the testimony

18 from Karen Anderson, quote:

19                   "But I do want to affirm that we at

20                   Fox Lake valued and encouraged debate

21                   and critical dissent.  We always

22                   tried to find consensus, and we get

23                   as close as we can to a consensus

24                   when we can.  We did so in our

25                   approval of Fox Lake entry into the
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1                   Keeyask partnership.  In fact, after

2                   many decades of my own experience, it

3                   is my view that, to the extent that

4                   some people did not choose to vote in

5                   the referenda at Fox Lake.  We would

6                   consider there may be two (2) reasons

7                   for the abstention.

8                   One would be that the member did not

9                   care one way or the other, and the

10                   other would be that the member was

11                   not objecting to the outcome, leaving

12                   it instead to the leadership of our

13                   community, which had been invested

14                   with a duty to do so to the best that

15                   could be done for the community."

16                Ted Bland, now Chief at York Factory

17 First Nation, when speaking about the extensive

18 consultation of community members which preceded the

19 community referendums to approve the Joint Keeyask

20 Development Agreement and the Adverse Effects

21 Agreements in each First Nation, testified as follows:

22                   "We have negotiated the terms of the

23                   JKDA over many years.  We have many,

24                   many meetings with our members.  We

25                   spoke with each other about the
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1                   project, what it means to us as

2                   individuals and as people, what it

3                   means for our children and

4                   generations not yet born.  We

5                   discussed the potential environmental

6                   and social impacts of Keeyask, and

7                   the potential benefits of the

8                   project.  We made our decision with

9                   open eyes, understanding the

10                   environmental and social changes

11                   Keeyask will bring.  We chose to

12                   support Keeyask because we believe

13                   it's the best interest of our nation.

14                   Before chief and council signed the

15                   JKDA and our Adverse Effects

16                   Agreement, we held a vote.  Eight-

17                   seven (87) percent of the ballots

18                   cast supported chief and council

19                   signing the agreements.  While this

20                   was a strong majority of voters, we

21                   recognize the choice was not

22                   unanimous.  Others voted yes and did

23                   so with mixed feeling.  It's

24                   important to acknowledge and respect

25                   the perspectives of all of our
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1                   members."

2                Similarly, Victor Spence of the Cree

3 Nation partners, Tataskweyak and War Lake:

4                   "I have a whole text here that I

5                   could read, but the words of my

6                   people are in my heart.  It hurts

7                   many time when we choose as people a

8                   path where somehow there are others

9                   that seem to question how an Indian

10                   should think, how an Aboriginal

11                   should talk and make choices for

12                   their own people.  We chose as a

13                   nation, a sovereign nation, as

14                   members of a nation.  We are not

15                   merely objects within the Hydro

16                   operational system.  We are people.

17                   We cry.  We feel pain.  We have needs

18                   to better housing, better education,

19                   better healthcare services for our

20                   people, our Elders, our youth.  That

21                   is why TCN chose the path it did in

22                   regards to this development.  If it

23                   was based on economics, just solely

24                   on economics, we would have said no

25                   to Keeyask or any other development,



PUB re NFAT  05-26-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

11647

1                   but it gave more.

2                   It provides hope and opportunity to

3                   say, We are involved.  We continue to

4                   be involved.  There's a new vision."

5                In our written submission to the Board,

6 which is Exhibit 2000 -- 207 -- Manitoba Hydro 207, we

7 remember the testimony about the various benefits

8 flowing to our clients through Keeyask and which

9 similarly will flow to them through Conawapa, as well

10 as listing the benefits achieved through the various

11 adverse effects agreements.

12                But on questions on both consent and

13 awards, our -- our clients, I'm not going to list them

14 here, but on questions of both consent and awards our

15 clients will not let us stop without referencing here

16 their continuing displeasure with the testimony of Drs.

17 Buckland and O'Gorman at the behest of the Consumers'

18 Association, which continues again at -- to call them

19 as -- as witnesses on a number of matters, three (3) in

20 particular.

21                First, as each of our clients has

22 repeated over and over again, dissent and critical

23 analysis is valued but our clients are dismayed and

24 distressed when the Consumers' Association, through the

25 good doctors, who I know are well meaning, take a non-
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1 randomized sample of, let me be generous, less than

2 twenty (20) people out of a population of six thousand

3 (6,000), and based on an analysis of words repeated in

4 the CEC proceedings, counting only all of the words of

5 those who support their position but stopping the count

6 on those who oppose their position, attempt to conclude

7 that there is a polarization of perspectives in our

8 clients' communities on Keeyask.

9                To be sure, not everyone agrees on each

10 point but our clients are miffed that having held

11 fundamentally sound and fair democratic processes which

12 resulted in approvals, that there continues to be a

13 suggestion from the Consumers' Association of Canada --

14 of Manitoba of a huge divisive -- divisive gap, rather

15 than a normal, not extraordinary gap.

16                I remind you of the cross-examination of

17 Dr. O'Gorman in which Dr. O'Gorman conceded that of

18 those eligible voters who voted in the four (4)

19 referenda, about 75 percent -- 75 percent overall in

20 the four (4) communities voted in favour, and about 25

21 percent did not.

22                Even if we did not take into account Ms.

23 Anderson's testimony that in her long experience the

24 likelihood is that those who did not vote did not vote

25 because they either do not care, or simply trusted the
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1 leadership, at least -- though I'm not a statistician,

2 and you have some people on the -- on the panel who are

3 a lot better at this than -- than I am -- one would

4 have to concede that of the people who did not vote,

5 something resembling -- resembling the same 75:25

6 percentage would apply.

7                Yet the Consumer's Association, through

8 the two (2) good doctors, who have the best of

9 intentions, continue to employ the notion of a

10 polarization as opposed to a difference of opinion of a

11 minority.  Moreover, our clients reject the implied

12 notion that since less than 50 percent of all eligible

13 voters voted, the results are somehow suspect.

14 Evidence was filed with the Board on the normalcy of

15 low rates of participation in on-reserve voting.

16                Secondly, our clients continue to be

17 disturbed by the two (2) good doctors' persistence on

18 behalf of the Consumer's Association of Manitoba (sic)

19 in implying that the benefits of the project flowing to

20 the four (4) Nations are inadequate and that the

21 anticipated jobs are short term and gone.

22                I will not read them to you, but at page

23 8,888 of the transcript and continuing on, Dr. O'Gorman

24 conceded that her calculation of return on investment

25 and economic benefits had been inadvertently misstated
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1 in her evidence and she agreed to check on the numbers.

2                At page 8,889, the good doctor conceded

3 that on a 2.5 percent preferred unit holding the return

4 on investment would be 20 percent, which she also then

5 conceded was a pretty high return and nothing like the

6 GIC investment, now notorious, which Dr. Grant had

7 earlier been led to believe was the nature of the

8 return.

9                Moreover, it became apparent that Dr.

10 O'Gorman had changed her presentation of the table of

11 benefits from the way she had done them for the CEC, so

12 as now to exclude from the calculation the net benefit

13 of long-term operational jobs throughout the Hydro

14 system, which are targeted in the JKDA for members of

15 our clients to be one hundred and eighty-two (182)

16 long-term system-wide jobs.

17                She undertook to rev -- to revise her

18 numbers to take into account the value of the omitted

19 operational jobs, which also speak to the mistaken

20 suggestion that the JKD -- JKDA only will produce jobs

21 that are short term and gone.

22                In order to ensure that there were no

23 further discrepancies, Dr. O'Gorman met offline with a

24 -- with a couple of us on a wonderful Saturday morning,

25 we had a very nice chat, to go over the numbers so that
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1 the Board would have proper numbers before it and no

2 dispute as to the accuracy of the numbers.

3                I wonder if you could bring up CAC-85

4 for me, please, Table 6.

5

6                       (BRIEF PAUSE)

7

8                MR. JACK LONDON:   It -- it was the

9 undertaking filed by Dr. O'Gorman.

10

11                       (BRIEF PAUSE)

12

13                MR. JACK LONDON:   I'll -- I'll come to

14 the -- to the table in a moment.  I'm reading the first

15 page of CAC-83, which Dr. O'Gorman filed with the --

16 the estimate of the long-term -- the systemic-wide --

17 the system-wide jobs:

18                   "You would find that the agreed value

19                   of the promised one hundred and

20                   eighty-two (182) long-term

21                   operational jobs throughout the Hydro

22                   system amounts to..."

23                And you can see it on Table 6 at the --

24 the bottom of the table:

25                   "...$112 million and change on the
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1                   high end and $56 million and change

2                   on the low end."

3                And in Table 6 of CAC-85 before you, Dr.

4 O'Gorman estimated that -- that the -- the total -- the

5 total annual economic benefits, direct and indirect,

6 for KCNs from the Keeyask project, assuming preferred

7 unit equity option.  So it's the total annual economic

8 benefits, direct and indirect, for KCNs from the

9 Keeyask project, assuming preferred equity option.

10                You'll see that Dr. O'Gorman -- or you

11 would see it if we would -- were to slide down on the

12 undertaking, estimated that -- perhaps rightly

13 asserted, that the caveat -- that, in her view, it's

14 not proper to consider total economic benefits as

15 investment income, though that was acknowledged by her

16 to be exactly what she had done when providing exactly

17 the same table at the CEC hearings.

18                In any event, whether one accepts her

19 qualification or not, you will note at the bottom of

20 the table that during the construction phase, the

21 estimated...

22

23                       (BRIEF PAUSE)

24

25                MR. JACK LONDON:   Sorry, can -- can you
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1 flash the -- can you scroll down further?  No.  All

2 right.  Okay.  I'm sorry.  There's a -- so there's --

3 there's an error in -- in my reference.

4                Well, at the top of the -- of the page,

5 where you see the period:

6                   "During construction phase, the

7                   estimated total annual benefits..."

8                The low estimate is 10.26 million a

9 year, and the high estimate is 20.67 million a year,

10 and the -- after the construction phase, you'll see

11 that the estimated total years -- total benefits six

12 (6) years post-construction are 9.5 million a year and

13 19.2 million a year at that time.

14                Forgive me, I'm -- I've -- I've lost

15 myself in this -- in this table.  Can you -- can you

16 bring up eighty-five (85) -- eighty-three (83), I'm

17 sorry.

18

19                       (BRIEF PAUSE)

20

21                MR. JACK LONDON:   Just scroll down to

22 the bottom of the table.  All right, there -- there

23 were the -- there was the -- the total income from the

24 -- income from the operational job spread over a period

25 of hiring of 112 million in the high estimate and 56
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1 million in the low estimate.  I'm not sure what

2 happened to the -- in the filing of the exhibit, but

3 you'll just have to take my word for the moment, and

4 we'll confirm it later.

5                That in the two (2) preferred equity

6 holding possibilities, 1.9 percent and 2.5 percent, six

7 (6) years post-construction, the returns at the low end

8 are recorded at 38 percent and at the high, 80 to 85

9 percent.  They speak for themselves if I could find

10 them on the screen to have you speak to them, and I

11 will -- I will do that.  I don't want to take up the

12 time of the -- the panel right now to do that.

13                Our clients want to -- you can take that

14 down.  Our clients wanted to ensure that I brought to

15 the attention of the Board the more accurate numbers so

16 that the Board would have a proper appreciation of the

17 value of one (1) aspect of the project to them.

18                But they also wanted to bring to the

19 attention of the Board that the economic and other

20 tangible and intangible benefits flowing to them from

21 Keeyask, which will also flow from Conawapa, justify

22 the affirmative response of their communities to their

23 participation in projects which once -- which --

24 projects which once would have subjugated them, but now

25 provide them with the possibility, the first step,
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1 perhaps, of economic independence.

2                Mr. Chair and members of the Board, I

3 end where I began, with the quintessential argument of

4 our clients.  They ask this Board to ensure that in

5 making your recommendations, nothing gets in the way of

6 their future.  That means Keeyask 2019 with a 750

7 megawatt intertie posthaste, and Conawapa 2026.  Thank

8 you for your attention.

9                And I'd be happy to answer any

10 questions, if there are any before I go back to study

11 the tables.

12                THE CHAIRPERSON:   Thank you, Mr.

13 London.  We have no questions.

14

15                       (BRIEF PAUSE)

16

17                MR. JACK LONDON:   Mr. Chair, if I may,

18 just before we go on.  I'm not sure what happened, but

19 on my copy of the undertaking, there is a table below

20 Table 6, "Rates of return to cash investment," assuming

21 investment returns in -- in eighty-five (85).

22

23                       (BRIEF PAUSE)

24

25                MR. JACK LONDON:   I'll have to speak to
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1 Mr. Williams.  He was the one that sent me the copy.

2 There's nothing below that?  I apologize.  I'll get a

3 hold of Williams.

4

5                       (BRIEF PAUSE)

6

7                THE CHAIRPERSON:   I don't want to be on

8 the receiving end of that call.  Yes.

9                MR. JACK LONDON:   The thing is, Mr.

10 Chair, that it -- it's that he may advocate a little

11 too strongly his position.  It -- it may be that

12 there's a credibility issue, the -- the reverse of the

13 allegation that was made against Manitoba Hydro, which

14 is they take it too seriously, they advocate their

15 position too strongly.

16                THE CHAIRPERSON:   Thank you.  I'm not

17 sure who's going to take over the microphone now, but

18 just before you go on, I just want to mention that we

19 are time limited today, so if you could keep -- if you

20 could keep that in mind in your closing comments?

21                We -- we'd have to adjourn at five

22 o'clock, so that gives you some -- some idea of the

23 length of time, and I don't propose to meet again

24 tomorrow as a panel, so -- I mean, in a public hearing,

25 so.
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1                       (BRIEF PAUSE)

2

3 CONTINUED FINAL SUBMISSIONS BY MANITOBA HYDRO:

4                MS. JANET MAYOR:   Good afternoon,

5 panel.  I am the next speaker, and I will be speaking

6 on the macroenvironmental and socioeconomic impacts of

7 the PDP as they were outlined in the NFAT terms of

8 reference.

9                Those same terms of reference

10 specifically excluded the extensive consultation and

11 environmental regulatory reviews that have been or will

12 be conducted through separate processes such as the

13 Manitoba Clean Environment Commission hearings and by

14 the government of Manitoba under the Section 35 of the

15 Constitution Act.

16                With respect to the PDP, three (3)

17 detailed reviews have already taken place on one (1)

18 component of it, that being the Keeyask generation

19 project.  The Federal Canadian Environmental Assessment

20 Agency completed a comprehensive study report currently

21 on its website for public commentary, and it concluded:

22                   "The project is not likely to cause

23                   significant adverse environmental

24                   affects when implementation of the

25                   proposed mitigation measures, the
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1                   follow-up program, and adherence to

2                   conditions and requirements related

3                   to the necessary federal permits,

4                   authorizations, and approvals are

5                   taken into account."

6                The Manitoba Clean Environment

7 Commission, after months of hearings, came to the

8 conclusion that the record was complete, allowing it to

9 offer sound advice to the minister and to recommend

10 that an environmental licence be issued to the Keeyask

11 Hydro Pod -- Power -- Hydropower Limited Partnership

12 for construction of the Keeyask generation project.

13                You also heard that independent

14 assessors from the International Hydropower Association

15 examined the project based on its sustainability

16 assessment protocol.  The IHA found that 95 percent of

17 the ass -- the assessed aspects ranked above the good

18 practice level.

19                And during his testimony, Mr. Tyson of

20 TyPlan noted:

21                   "In regard to more global

22                   perspectives on best management

23                   practice, we reference the hydropower

24                   sustainability assessment protocol.

25                   The partnership had a third party
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1                   review based on that document, and

2                   the results indicated that the

3                   project meets or exceeds basic good

4                   practice in all of the twenty-two

5                   (22) categories studied, and it meets

6                   best proven practice in sixteen (16)

7                   of the categories."

8                In order to assist this panel in the

9 review it was tasked to undertake, Manitoba Hydro filed

10 a macro-level assessment, including matrices designed

11 to summarize the high-level impacts of the components

12 of the PDP as compared to alternatives.

13                In reviewing the evidence submitted by

14 the independent expert consultants and Intervenors,

15 there was very little discussion that focussed on such

16 comparisons.  Rather, in many cases, the evidence

17 focussed on detailed topics related to hydroelectric

18 development that are typically the subject of project-

19 specific environmental impact statements, and were the

20 subject already of the Keeyask CEC hearing.

21                We did see some observations about the

22 possible effects and benefits of wind development.

23 However, what we learned about the greenhouse gas

24 implications of such development is that the impacts

25 are slightly more negative than hydroelectric
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1 generation due to the impacts required for building and

2 erecting the structures and the need to replace those

3 structures long before that would be required for a

4 generating station.

5                Those who questioned the significant

6 benefits of the PDP suggested that wind development

7 would have similar benefits.  However, that analysis

8 was incorrectly premised on two (2) assumptions, that

9 wind can be developed in partnership with Aboriginal

10 groups on the basis of government grant or subsidy

11 programs based on some examples in other provinces, and

12 2) that the employment and long-term benefits provided

13 by these developments have been underestimated by

14 Manitoba Hydro.

15                On the first point, there are currently

16 no provincially-based grant programs in Manitoba to

17 encourage the involvement of partnerships with

18 Aboriginal stakeholders in wind development.  Such

19 projects to date have been completed by private

20 companies.

21                If such grant programs were developed,

22 the cost would likely be borne, at least in part, by

23 Manitoba Hydro, and would need to be built into the

24 cost per megawatt of developing wind.  It was also

25 suggested that an advantage of wind is its ability to
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1 be decommissioned quickly if base load decreases.

2 However, if wind projects are developed using this

3 premise, they are unlikely to provide the long-term

4 revenue certainties sought by investors, such as

5 Aboriginal stakeholders, and are unlikely to provide

6 the related long-term benefits that come from this

7 revenue source.

8                Employment estimates for wind provided

9 by Manitoba Hydro were criticized, suggesting that they

10 are likely to be greater and longer term in nature than

11 anticipated.  However, that conclusion is highly

12 misleading, as it was based solely on a comparison to

13 analysis provided by BC Hydro in its 2013 Integrated

14 Resource Plan, and the inclusion of direct, indirect,

15 and induced employment.

16                As you heard from Ms. Fernandes earlier

17 today, Manitoba Hydro's estimates are based on advice

18 provided by GL Garrad Hassan, engineering consulting

19 experts in wind development worldwide, and those

20 estimates reflect the anticipated employment likely to

21 be generated if wind projects are developed in this

22 province.

23                Many of the construction jobs associated

24 with wind facilities are highly specialized, with

25 assembly of the turbines themselves undertaken by
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1 individuals trained specifically in the field.  It is

2 unlikely that detailed training for these jobs, nor the

3 experience necessary to fill them, would be fully

4 realized within Manitoba, and Aboriginal employment

5 preferences would not likely resolve that challenge.

6                This contrasts greatly with the

7 training, employment, and business opportunities

8 available through the PDP.  Construction and long-term

9 operations associated with the PDP far exceed what is

10 available through wind development.  This was

11 acknowledged by Mr. Hendriks in his testimony.  When he

12 was questioned by Mr. Hombach, he was asked:

13                   "In you -- in your view, if there

14                   were to be more wind development in

15                   this project -- province, do you see

16                   it as feasible for any of that

17                   development to take place in Northern

18                   Manitoba as opposed to in Southern

19                   Manitoba, where it's taken place to

20                   date?"

21                His answer:

22                   "I do not.  The wind resources in

23                   Southern Manitoba are far superior to

24                   those in Northern Manitoba, and I

25                   wouldn't think that a project in
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1                   Northern Manitoba could compete."

2                He was then asked:

3                   "It follows, then, that there

4                   wouldn't be any Northern Aboriginal

5                   benefits flowing from wind projects

6                   in southern Manitoba?"

7                His answer:

8                   "I would say that would be correct,

9                   yes."

10                It's also worth nothing that employment

11 opportunities associated with DSM will be predominantly

12 located near the higher populated areas, where the

13 majority of market opportunities exist, primarily in

14 southern portions of the province.

15                In addition to the absence of macro-

16 level environmental and socioeconomic analysis in the

17 reports, virtually all of the authors for the

18 Intervenors and IECs spent considerable time commenting

19 on the impacts of hydroelectric development, including

20 the substantial benefits they provide in the context of

21 low greenhouse gas emissions, training, employment,

22 business in capacity and community development benefits

23 for local Cree Nations, and the economic benefits that

24 Manitoba and Canada stand to gain from the development

25 of specific projects.
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1                Mr. Tyson of TyPlan did recognize some

2 of the benefits of the PDP in his testimony.  We've

3 also identified as part of the socioeconomic review

4 that if the best management practice, that is, that

5 have been implemented for Keeyask are also implemented

6 for Conawapa, the benefits of norver -- Northern -- the

7 benefits to Northern Aboriginals and Northern

8 communities would be optimized.

9                It also cannot be lost in this process

10 that all of the options outlined in the PDP and its

11 alternatives have some level of environmental effect.

12 As Dr. Gunn stated, All of the power supply options

13 will have profound potential impacts on the

14 environment, and that tradeoffs among them are complex.

15 These range from impacts to greenhouse gases to

16 farmland, and on birds and bats with respect to wind

17 farms, to the adverse environmental effects of natural

18 gas development, which include even higher greenhouse

19 gas emissions, the release of sulphur dioxide into the

20 atmosphere by the gas processing plants, and

21 groundwater contamination for fossil fuels.

22                It was also noted by many of those who

23 testified that when considering options like gas, it is

24 important to look beyond Manitoba's border to the

25 effect that may result if that option were to be
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1 pursued.  In fact, one (1) of the benefits of the PDP

2 is the ability of Manitobans to ensure that its energy

3 needs are being met through the development of well-

4 planned projects, subject to comprehensive

5 environmental reviews that incorporate appropriate

6 avoidance, mitigation, compensation, and offsetting

7 measures, and that include province-specific

8 enhancement measures, such as employment preferences.

9                In terms of impacts from the PDP, I

10 remind you of the comments of the CEC at page 40 -- 146

11 of their report where they indicate that the Proponent,

12 being the partnership, had given substantial thought to

13 plans for protection of the environment and mitigation

14 of effects.  If followed vigorously, these measures

15 will minimize impacts on many of the VECs listed in the

16 EIS, and consequently on the environment on which they

17 defend -- depend.

18                With respect to Conawapa, virtually the

19 same parties will be involved.  They will again use

20 past experience, Aboriginal traditional knowledge, and

21 leading scientific and engineering techniques to

22 mitigate, remediate, and/or compensate for any

23 potential environmental and socioeconomic effects.  And

24 they are confident that both projects can proceed on

25 that basis.
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1                The CEC, at page 59 of its report,

2 indicated that they found the three (3) KCN evaluations

3 added greatly to an understanding of the Keeyask

4 project and to the environmental, historical, cultural,

5 social, and spiritual context of the project.  They

6 added immeasurably to the ability of panel members to

7 consider the holistic nature of impacts to the

8 environment of the Lower Nelson River.  And they viewed

9 favourably that approach taken by the partnership.

10                With respect to the MMTP, Manitoba Hydro

11 will also use its learning from the Bipole III process

12 and both Wuskwatim and Keeyask to engage all

13 stakeholders and to assist any potential impacts using

14 adaptive management.

15                We heard from members of the communities

16 who came to -- to speak, who questioned the PDP and

17 voiced concerns for their people.  Manitoba Hydro and

18 its partners welcome that type of input and the views

19 of those who challenge and question the direction taken

20 by their elected leaders.

21                In our view with respect to the Keeyask

22 Project, that input made the Keeyask Project better and

23 they made the mitigation measures more robust.  And you

24 can be assured that all of those individuals were

25 properly consulted.  And I'm going to quote once again
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1 the CEC, where they indicated that:

2                   "The public involvement process for

3                   Keeyask was unique in that the

4                   communities most likely to be

5                   affected by the project are all

6                   partners.  These communities

7                   conducted their own very thorough

8                   consultations, leading to the JKDA

9                   and the AEs.  The finding was that

10                   the Commission is of the view that

11                   the process was comprehensive,

12                   inclusive, and more than met the

13                   requirements for consultation."

14                The CEC also heard considerable evidence

15 about the extensive efforts made by Manitoba Hydro to

16 engage the MMF, and details of those efforts are found

17 in Manitoba Hydro Exhibit 183 that was filed by Mr.

18 London.

19                Having heard the same evidence from the

20 MMF, and after having heard the same calls by the MMF

21 for delays in the project, the Clean Environment

22 Commission chose to recommend the project and did not

23 incorporate any of the MMF recommendations relating to

24 its engagement into its report -- a very telling

25 statement.
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1                Manitoba Hydro has and will continue to

2 engage with the MMF to review, discuss, and understand

3 the potential effects new developments will have on

4 Metis residents on or using resources in the vicinity

5 of these projects.

6                With respect to the MMTP, assessments

7 will be done by both the CEC and the National Energy

8 Board.  Engage -- initial engagement of stakeholders is

9 taking place now, and the Metis have been invited to

10 participate in that project.      There was also

11 discussion about Manitoba Hydro's decisions on

12 partnership.  The future direction Manitoba Hydro will

13 take with respect to partnering on new development is a

14 business decision.  When determining what is reasonable

15 and what makes good sense, a number of -- of factors

16 will be considered, including the Corporation's

17 obligations under existing settlement agreements, the

18 vicinity of a community to a project and the potential

19 effects it may have, and the use of the project area

20 for traditional purposes.

21                Treaty and Aboriginal rights will

22 continue to be assessed by the Province of Manitoba

23 under Section 35, but this should not be confused with

24 Manitoba Hydro's obligations as a project proponent.

25 Section 35 duties have not been delegated to Manitoba
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1 Hydro.

2                With respect to Keeyask, the federal

3 Section 35 process is complete.  The provincial process

4 is near completion.  The MMF was engaged in both of

5 those processes.  While Manitoba Hydro is generally not

6 privy to the outcome of those consultation activities,

7 it is notable that in the Comprehensive Study Report

8 completed by the federal government did not find any

9 concerns with respect to Metis right and interests in

10 the Keeyask area.

11                You also heard a recommendation from the

12 CAC to delay Keeyask until the regional cumulative

13 effects assessment being conducted in the Nelson River

14 region is complete.  That call was specifically

15 rejected by the Clean Environment Commission.  And

16 instead they -- they made a recommendation to proceed.

17                In preparing its submission, Manitoba

18 Hydro took care to observe the definition of

19 macroenvironmental and socioeconomic effects in the

20 NFAT terms of reference, in PUB Order number 92/'13.

21 It provided appropriate and relative information on the

22 macroenvironmental and socioeconomic and related issues

23 of the PDP and its alternative plans.

24                The results from the analysis undertaken

25 by Manitoba Hydro demonstrates that the PDP and plans
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1 with Keeyask and the 750 megawatt interconnection

2 provides superior benefits in terms of income,

3 training, employment, capacity, and community

4 development, and business opportunities, especially for

5 Northern and Aboriginal communities in Manitoba.  No

6 compelling-- compelling evidence has been presented

7 during the course of this hearing that demonstrates

8 otherwise.

9                The fact that this NFAT process includes

10 consideration of the macroenvironmental and

11 socioeconomic effects of the PDP and the alternative

12 plans should be applauded, as this level of analysis is

13 not typical of many NFAT reviews, including the

14 consideration of those effects in the NFAT provides the

15 opportunity for the panel's recommendations to be

16 informed by more than just economic and financial

17 implications of the PDP and its alternative.

18                Manitoba Hydro is also very fortunate

19 that it's been provided with the opportunity to work

20 directly with many of the communities located in the

21 vicinity that's proposed new projects.  These

22 communities have been affected by past developments and

23 are those most affected by future hydroelectric

24 developments.

25                They have a wealth of knowledge about
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1 what has been experienced as a result of earlier

2 developments and, based on this, what can be

3 anticipated with future developments.  For these

4 partners, this knowledge is documented in the Keey --

5 Keeyask EIS through those same environmental evaluation

6 reports that I referenced and it has informed many of

7 the mitigation measures for this project, most notably,

8 the adverse effects agreements.

9                It is for that reason that the Manitoba

10 Clean Environment Commission recommended the licence.

11 And it is for that reason that the Clean -- the

12 Canadian Environmental Assessment Agency found that the

13 project would have no significant adverse effects with

14 implementation of the follow-up program.  That project

15 was -- the Keeyask project was planned by Manitoba

16 Hydro and the same Cree Nation communities that will be

17 involved in the planning, and development of Conawapa

18 and the same level of detail and rigour will be applied

19 in that.

20                I'd like to close my comments just on

21 the macro and socioeconomic considerations by reminding

22 the Board of some of those important statements made by

23 our partners during the hearing.  Mr. London referenced

24 some of them and I'd just like to make a few more,

25 because I think their statements need to be heard over,
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1 and over, and over again, because they are the ones

2 most directly affected.

3                We heard of -- we heard from Karen

4 Anderson:

5                   "Projects like Wuskwatim, Keeyask,

6                   and potentially Conawapa move us into

7                   a new era where we can strengthen our

8                   communities and do business in ways

9                   we could not have done without those

10                   avenues."

11                We heard from Tend -- Ted Bland, who is

12 the newly elected Chief of York Factory First Nation

13 that -- that his Nation:

14                   "...chose to support Keeyask not just

15                   so our people could benefit from

16                   employment, business, and investment

17                   opportunities.  They chose to become

18                   a partner so they could have a voice

19                   in how the project is developed and

20                   managed.  They wanted to be on the

21                   inside and influence the project."

22                And finally, we heard the heartfelt

23 comments made by Mr. Spence of the Cree Nation partners

24 who is -- was here earlier today with us.  His remark's

25 about a new vision.  Please remember those words as you
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1 are deliberating and considering your recommendations.

2                I'm going to turn now to sustainable

3 development.  The NFAT terms of reference direct the

4 Board to consider the alignment of the plan to Manitoba

5 Hydro's Clean Energy Strategy and the principles of

6 sustainable development as outlined in the Sustainable

7 Development Act.

8                The policy alignment of the PDP was

9 confirmed by both Manitoba Hydro witnesses and

10 independent expert consultants during the hearing.  And

11 in particular, we heard from Mr. Brandson, the only

12 witness who had expertise in the history, development,

13 and implementation of the sustainability legislation.

14 He indicated that Manitoba Hydro has embraced

15 sustainable development and acted to integrate the

16 concept into its daily operations, as well as future

17 planning and development.

18                This is seen throughout the NFAT filing

19 and the -- and the EIS that was filed, and this

20 includes that mitigation, compensation, and enhancement

21 measures were incorporated into Keeyask's capital

22 costs.  Incorporating these measures into the project's

23 budgets results in costs that closely reflect the full

24 societal costs of the project, which is a critical

25 element in full-cost accounting.
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1                In evidence, Mr. Brandson specifically

2 asked the question:

3                   "How does the proposal before the

4                   panel align with the principles of

5                   sustainable development contained in

6                   the Manitoba Sustainable Development

7                   Act?"

8                He summarized each principle and

9 provided an example in each one as to how it did align,

10 and in the interests of time, I won't go through each

11 one of them, but I commend those to your reading,

12 starting in our written argument at page 235, and he

13 goes through all seven (7) of the principles.

14                Our summation -- our summation and that

15 of Mr. Brandson is that Manitoba Hydro's PDP is well-

16 aligned with Cana -- Manitoba's Clean Energy Strategy

17 and the principles of sustainable development as

18 outlined in the Sustainable Development Act.

19                We heard much about Drs. Gibson and

20 Gaudreau and their -- their framework for

21 sustainability.  I'm, again, not going to go through

22 their evidence relating to that, but I commend to your

23 reading the written argument, which goes over in great

24 detail why we do not believe that that sustainability

25 framework is required by legislation, nor is it a well-
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1 established tool used in a sustainability assessment at

2 this time.

3                With respect to energy and climate

4 policy alignment, Manitoba Hydro's Preferred

5 Development Plan offers the strongest alignment with

6 current and expected climate change policies and clean

7 energy strategies, both at home and abroad.

8                To a lesser degree, development plans

9 featuring only Keeyask and the 750 megawatt

10 interconnection are also well-aligned.  Development

11 plans reliant on natural gas generation are not.

12                MNP confirmed the strong alignment of

13 the PDP to existing and future climate policies in both

14 their evidence and direct testimony.  I quote them:

15                   "By and large, the Preferred Plan's

16                   consideration for resource

17                   conservation, sustainable energy

18                   development, and avoidance of

19                   contribution to ongoing human-driven

20                   climate change increases the

21                   attractiveness of the projects in

22                   comparison to most of the alternative

23                   plans studied as part of the NFAT.

24                   The Preferred Plan also provides the

25                   most upside value in a policy
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1                   scenario that explicitly merits the

2                   avoidance of carbon emissions and

3                   provides mid-continent regional

4                   benefits that support reduction of

5                   the continued reliance on more

6                   intensely emitting forms of

7                   generation."

8                Mr. Bowman of InterGroup agreed that,

9 Protecting the option to build Conawapa through the

10 planning and licensing phase is consistent with the

11 Clean Energy Sus -- Clean Energy Strategy.  MNP

12 concluded:

13                   "The Preferred Plan more strongly

14                   aligns to the current and expected

15                   international, Canadian, US, and

16                   regional-local climate change

17                   policies and strategies."

18                In North America, concern over

19 environmental implications and climate change impacts

20 are increasingly driving policy decisions.  Under the

21 Copenhagen Accord, both Canada and the US committed to

22 reduce greenhouse gas emissions to 17 percent below

23 2005 levels by the year 2020.

24                The Obam -- the Obama administration, as

25 Mr. Ramage talked about earlier today, continues to
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1 pursue its energy and environmental objectives through

2 regulations promulgated by its Environmental Protection

3 Agency, examples of which are included in the written

4 argument.

5                It is expected that new regulations in

6 the US will require reductions in mercury and other air

7 toxins from coal- and-oil-fired power plans, and will

8 increase environmental compliance costs for such

9 generators.

10                The considerations and restrictions

11 arriving out of -- arising out of regulation in

12 Minnesota and other states have made hydro extremely

13 attractive to many US utilities.

14                The Canadian federal government is

15 similarly taking regulatory action to address emissions

16 on a sector-by-sector basis through Environment Canada

17 in addition to the existing reduction of carbon dioxide

18 emissions from coal-fired generation of electricity

19 regulation.

20                Environment Canada is currently

21 discussing regulations to limit emissions from natural

22 gas-fired power plants.  Several provinces and other

23 states have taken legislative action to limit

24 emissions.  Within Manitoba, there is a tax on coal, as

25 well as regulations which preclude coal-fired
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1 electricity generation except to support emergency

2 operations.

3                Manitoba Hydro's clean energy strategy

4 also demonstrates a clear preference for the expanded

5 use of low and non-emitting emergence -- or energy

6 resources.  Concerns over carbon regulation are also

7 driving utilities to advocate for carbon policies, as

8 we heard earlier, that are economically efficient and

9 reduce policy uncertainty.

10                Greenhouse gas emissions are facing

11 increasing constraints in the US and Canada through

12 federal regulations and state provincial legislation.

13 These policies have the potential to increase fossil

14 fuel generation costs, increase demand for lower

15 emitting resources, and deliver more favourable market

16 prices for low- and non-emitting resources.

17 Hydroelectric generation provides a hedge for both

18 Manitoba Hydro and its US customers against the cost

19 and risk associated with these current and emerging

20 policies.

21                We've talked about climate change and

22 the strategies that Manitoba Hydro has employed to

23 shape the Organization's response to climate change.

24                The intergovernmental panel on climate

25 change has determined that the warming of the climate
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1 system is unequivocal, likely due to the observed

2 increase in anthropogenic greenhouse gas

3 concentrations.  Changes in temperature and

4 precipitation and other environmental components have

5 been observed throughout Manitoba, and are projected to

6 continue to change into the future.

7                Impact studies have been conducted

8 globally, nationally, and regionally to examine both

9 the observed and projected impacts of climate change

10 and show that such impacts are occurring and are

11 projected to occur and continue into the future.

12                The recently released US national

13 climate assessment prepared by the US Global Change

14 Research Program speaks to national and regional

15 climate change impacts in the Midwest export region,

16 which may extend into Manitoba.

17                On May 1st, 2014, Manitoba Hydro

18 submitted a summary of observed and future projected

19 impacts of climate change in Manitoba.  This report

20 reviews a sample of scientific literature on climate

21 change impacts within Manitoba, and many of these

22 studies confirm that climate change is con -- is

23 occurring and that the impacts are already being felt

24 in many areas, such as freshwater and terrestrial

25 ecosystems.  Furthermore, they show that impacts are
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1 projected to continue into the future.

2                The NFAT submission presents a climate

3 change sensitivity analysis undertaken by Manitoba

4 Hydro that is both appropriate and reasonable given the

5 state of the science, and its work is consistent with

6 that of other major hydroelectric utilities.

7                One (1) of the independent expert

8 consultants indicated they were not aware of any other

9 generation developer similar -- similar to Manitoba

10 Hydro who has undertaken a more extensive analysis or

11 advanced modelling of climate change impacts in a

12 resource planning application.

13                The NFAT submission also provides an

14 analysis of the potential impacts of climate change

15 stream flow on projections of average revenue under the

16 All Gas Development Plan, the Keeyask22/Gas Development

17 Plan, and the Preferred Development Plan done by

18 Manitoba Hydro using state-of-the-art global climate

19 model runoff data to assess potential future changes to

20 annual water availability in the Nelson/Churchill

21 watershed under the changing climate.

22                In general, the projections indicated

23 that it's more likely there will be an increase in

24 average annual stream flow as approximately 70 percent

25 of projections show an increase in runoff.
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1                As the Manitoba Hydro system currently

2 consists of predominantly hydro-based generation, all

3 plans will be affected by changes in stream flows

4 driven by climate change.  As a result, there is a

5 greater likelihood of an increase in averal -- average

6 annual returns than there is -- is of decreased annual

7 average return -- revenues.

8                During the course of the hearing, there

9 was also some criticism relating to Manitoba Hydro's

10 consideration of changes to seasonally altered

11 precipitation in the climate change sensitivity

12 analysis and to the possible absence of analysis on the

13 probability and severity of future droughts as a result

14 of climate change and its related impact.  Manitoba

15 Hydro submits that all of those concerns were addressed

16 in their rebuttal evidence

17                Further, Manitoba Hydro sought the

18 opinion of Ouranos -- of the Ouranos consortium on

19 regional climatology and adaption to climate change

20 regarding Manitoba Hydro's use of scientific data,

21 including future climate change projections of extreme

22 events, such as proli -- prolonged hydrological

23 drought.

24                That consortium gave evidence through

25 Dr. Rene Roy, and he stated that he did not agree with
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1 the concerns that had been raised by the IECs.  He

2 indicated that research is still ongoing and there's

3 currently no power utility accepted standard

4 methodology to quantify climate change impacts on

5 extreme events such as floods or droughts.

6                As a result of the state of the science,

7 he indicated that information is not available to

8 undertake a quantitative assessment based on a

9 scientific consensus as suggested by MNP.  In the

10 absence of clear information on future droughts, it was

11 recommended that historical records be used, and

12 Manitoba Hydro did so.

13                Manitoba Hydro has demonstrated that the

14 Corporation has a very comprehensive climate change

15 impact study program, and is ahead of the curve in

16 terms of being well-informed about the changes in the

17 climate sciences field.  At this time, given the

18 current state of the science, Manitoba Hydro has done

19 more than a reasonable climate change sensitivity

20 analysis.  Those results show that the PDP continues to

21 be viable under climate change projections.

22                The Preferred Development Plan results

23 in the least greenhouse gas emissions within Manitoba,

24 and the greatest displacement of greenhouse gas

25 emissions outside of the province.  To a lesser degree,
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1 development plans featuring only Keeyask and the 750

2 megawatt interconnection also deliver significant

3 emission reductions, while plans that rely on natural

4 gas generation result in the greatest emissions within

5 Manitoba, and the least displacement of greenhouse gas

6 emissions outside of Manitoba.

7                The physical realities of climate change

8 require a development plan which reduces greenhouse gas

9 emissions globally, and is well-aligned with a carbon

10 restrained future.

11                As I indicated earlier, the

12 intergovernmental panel on climate change has

13 determined that climate warming is unequivocal.  Human

14 influence on the climate system is clear, and continued

15 emissions of greenhouse gas emissions will cause

16 further warming and changes in all components of the

17 climate system.  That panel stresses that limiting

18 climate change will require substantial and sustained

19 greenhouse gas emission reductions.

20                MNP indicated the most significant long-

21 term impacts are those associated with the direct

22 impacts of climate change, which may be further

23 exacerbated by greenhouse gas emissions and air

24 pollutants in the short term that would be associated

25 with alternative plans that are reliant on gas
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1 generation.

2                Manitoba Hydro commissioned a life-cycle

3 assessment from the Pembina Institute's life-cycle --

4 from the Pembina Institute.  This demonstrates that the

5 Keeyask and Conawapa projects are virtually greenhouse

6 gas free, and have the lowest greenhouse gas emissions

7 per unit of generation compared to any other resource

8 option.  And I commend to review of this exhibit that

9 is before you:

10                   "A comparably sized high-efficiency

11                   combined cycle natural gas turbine

12                   would have more direct greenhouse gas

13                   emissions in its first half year of

14                   operation than the full life cycle of

15                   greenhouse gas emissions of the

16                   Keeyask generating station over its -

17                   - over its one hundred (100) year

18                   life."

19                The various development plans outlined

20 by Manitoba Hydro affect greenhouse gas emissions both

21 within and outside Manitoba, resulting in different

22 climate change impacts.  Manitoba -- or MNP, through

23 its Undertaking 98, provided a comparison of the

24 cumulative greenhouse gas implications for the various

25 plans.
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1                The first row compares the cumulative

2 emissions associated with operating fossil fuel

3 generation within Manitoba, while the second row

4 provides the cumulative displacement of emissions

5 outside of Manitoba.  From this table, it is clear that

6 plans which rely on natural gas generation increase

7 local greenhouse gas emission, and correspondingly

8 reduce the potential for greenhouse gas displacement

9 outside of the province.

10                While plans that only feature Keeyask

11 and a 750 megawatt interconnection deliver significant

12 greenhouse gas reduction, the PDP offers the greatest

13 opportunity to displace fossil fuel-fired electricity,

14 and associated greenhouse gas emissions in

15 jurisdictions outside of Manitoba through exports of

16 lower emitting hydroelectricity.

17                The table also demonstrates that the PDP

18 has a regional greenhouse gas emission displacement

19 potential of approximately eight (8) to nine (9) times

20 that of the All Gas Plan.  Emission reductions both

21 inside and beyond the border of Manitoba will

22 contribute to mitigating Manitoba Hydro clamit --

23 Manitoba, pardon me, Manitoba climate change impacts.

24                Science continues to demonstrate the

25 increasing urgency to reduce emissions associated with
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1 human-induced climate change.  Development plans that

2 maximize hydro power production in association with the

3 750 megawatt interconnection deliver the greatest

4 emission reductions.  Furthermore, emerging policies

5 are expected to increasingly constrain high emitting

6 resources, and reward lower emitting resources.

7                PDP, which includes Keeyask and Conawapa

8 hydroelectric generating stations, will deliver the

9 greatest greenhouse gas emission reduction benefits in

10 a carbon-constrained future.

11                Thank you, and I'm going to turn it over

12 to Ms. Fernandes.

13                MS. ODETTE FERNANDES:   Thank you.  I'm

14 just going to briefly touch upon the subject of

15 multiple account societal benefit-cost analysis, and

16 that is dealt with in Section 19 of Manitoba Hydro's

17 written argument from pages 262 to 268.

18                Chapter 13 of Manitoba Hydro's NFAT

19 application presented the results of a multiple account

20 benefit-cost analysis of the Preferred Development Plan

21 compared to alternatives with and without the Keeyask

22 project, and with and without a new US interconnection

23 and new export sales agreements.

24                The multiple account benefit-cost

25 analysis extended the assessment of alternatives from a
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1 Manitoba Hydro perspective to a broad provincial-social

2 perspective, and was specifically intended to assist

3 the panel in addressing the question of overall

4 socioeconomic benefit as called for in the NFAT terms

5 of reference.

6                Manitoba Hydro ensured that it was

7 thorough, and went as far as hiring a recognized expert

8 in the field of benefit-cost analysis, Dr. Marv

9 Shaffer.  No other expert who appeared before this

10 Board has the same type or level of expertise in

11 benefit-cost analysis as Dr. Shaffer.

12                The findings of the multiple cost

13 benefit analysis are clear and are important in the

14 integrated comparisons of development plans.  The

15 findings can be summarized as follows.

16                There are greater net benefits for

17 Manitobans in developing the Keeyask project than

18 relying on gas-fired generation when needed to meet

19 growing load.

20                There are greater net benefits in

21 developing Keeyask with a 750 interconnection and

22 export sales opportunity than without.

23                The advantage of the development of

24 Keeyask with the 750 megawatt interconnection and sales

25 agreements increases when moving from a Manitoba Hydro
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1 perspective to a broad provincial social perspective.

2                The monetized net benefits for

3 Manitobans are greatest for the Preferred Development

4 Plan, though generally similar to other plans that

5 include Keeyask and a 750 megawatt interconnection and

6 sales agreements.

7                These findings were based on the initial

8 analysis performed by Manitoba Hydro, and were

9 confirmed in the updated capital cost sensitivity

10 analysis located on the slide at 147, which is Manitoba

11 Hydro Exhibit Number 166.  You will note that on this

12 updated table, the Preferred Development Plan still

13 provides almost $1 billion more in net benefits than

14 the All Gas Plan.

15                It is important to note that the

16 monetized values in the multiple account benefit-cost

17 analysis were based on a number of purposely

18 conservative assumptions, assumptions intended not to

19 overstate the benefits of the Preferred Development

20 Plan.

21                The monetized results do not include the

22 estimated value of the additional reliability that the

23 Preferred Development Plan offers, and it does not

24 recognize all of the potential government revenue

25 benefits, for example, the debt guarantee fee or sales
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1 tax, embedded within the project expenditures.

2                The monetized values are also based on

3 conservative assumptions with respect to the employment

4 benefits for Manitobans, and do not include the

5 potential long-term bequest value that Hydro projects

6 can offer.

7                In terms of the social costs of carbon,

8 a conservative approach was taken in two (2) respects.

9 First, the relatively low value for the benefits of

10 lower GHG emissions in Manitoba, and secondly, it did

11 not include any of the benefits of GHG reductions

12 outside Manitoba, even though Manitobans will share in

13 that benefit as well.

14                And we're going to skip this topic, but

15 located in Section 18 of the writ -- written argument,

16 we've -- we dealt with a request from GHG regarding the

17 externality benefit of GHG emission reductions, and

18 that is a table that is located in Section 18.

19                And the exhibit shows that the Preferred

20 Development Plan offers the greatest global externality

21 benefit from the reduction of GHG emissions, which is

22 in excess of $4 billion.

23                Now turning quickly to Chapter 20 of

24 Manitoba Hydro's final argument, and that's the

25 economic impact analysis, it provides an estimate of
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1 the gross total employment impacts, labour income of a

2 project, tax revenue impacts, and of the total gross

3 domestic product.  The result of the economic impact

4 analysis indicates that the Preferred Development Plan

5 will result in nearly seven (7) times more direct and

6 indirect employment benefits as compared to the All Gas

7 Plan.

8                The plans with Keeyask and the 750

9 megawatt interconnection but without Conawapa would

10 have approximately half the impact of the Preferred

11 Development Plan.  While there was some criticize --

12 criticism of Manitoba Hydro's analysis, TyPlan stated

13 that the results confirm that the Preferred Development

14 Plan creates the greatest economic impacts.

15                If I turn to slide 152, the top table on

16 the slide shows the economic impact summary of the

17 Preferred Development Plan and it shows that the

18 Preferred Development Plan is expected to have

19 significant positive economic impacts on the Province

20 of Manitoba with the major economic impact being from

21 construction.

22                And the bottom table shows you a

23 comparison of the Preferred Development Plan versus the

24 All Gas Plan in terms of employment.  And the

25 difference between the impact of total direct,
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1 indirect, and induced employment for the Preferred

2 Development Plan to the All Gas Plan is over sixteen

3 thousand (16,000) person years.

4                I will now turn the mic over to Ms.

5 Boyd, who will deal with our last topic and Manitoba

6 Hydro's conclusions.

7                MS. MARLA BOYD:   Thank you.  I think

8 that was an overland speed record.  I'm going to cut to

9 the chase.  I'm going to skip over the pathways and

10 optionalities discussion.  You do have the material in

11 the written argument that's there and I'm going to move

12 to what is Section 22 of the written argument, dealing

13 with the recommendations and justifications.

14                So slide 155 sort of sets out how this

15 is broken up.  And this deals with the question of

16 whether Keeyask and the 750 megawatt interconnections

17 are justified.  This demonstrates that it is needed and

18 it's in the best long-term interest of Manitoba and

19 Manitobans when it's compared to the other options and

20 alternatives.  And when I'm done with that I'm going to

21 talk about Conawapa.

22                You've heard already today that there's

23 inherent uncertainty in the specific future need date

24 when new resources are required due to uncertainty in

25 load growth and uncertainty in resources, whether
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1 they're supply side or demand side.  Ms. Ramage earlier

2 discussed the application of the generation planning

3 criteria and that it results in a need date which can

4 vary depending on the load forecast that's assumed, the

5 amount of DSM targeted and achieved, and the

6 assumptions as to supply.

7                Plans with Keeyask advance to 2019 and a

8 new interconnection simultaneously provide a range of

9 potential domestic load need dates and provide a wide

10 range of benefits to electricity consumers and to

11 Manitobans generally.  Need dates range from 2023 to

12 2031, as are described in Section 5.4 of the final

13 argument.

14                Advancing Keeyask by five (5) years to

15 2019 would allow associated export sales and new

16 interconnections to proceed.  Aside from the economic

17 and other benefits, such a plan would help ensure the

18 uncertain needs of domestic consumers can be met.  As

19 we explained in our oral evidence, higher than

20 anticipated load growth is a greater challenge to deal

21 with than lower load growth.

22                Plans with Keeyask and the development

23 of the 750 megawatt interconnection can inherently

24 accommodate for the possibility of higher load growth.

25 In effect, the advancement of Keeyask to 2019 for
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1 exports and the interconnection provide a form of

2 insurance for higher load growth and provide economic

3 benefits even if the higher load growth doesn't

4 materialize.  Such plans are a means of reducing risk

5 related to uncertainty in load growth, DSM, and supply.

6                Turning to slide 156.  Manitoba Hydro's

7 Exhibit 104-8 provides the plan evaluations for twenty-

8 seven (27) scenarios based on the most recent Keeyask

9 and Conawapa capital costs, WPS transmission investment

10 removed, and the 2012 forecast assumptions.  You'll

11 find that at page 4 of the book of documents that Ms.

12 Ramage provided this morning.

13                The expected values for the twenty-seven

14 scenarios (27) for Plans 5 and 6, comprising Keeyask

15 2019, the interconnection, and Gas, are higher than or

16 equal to the expected values for the viable plans

17 without them; in other words, Plan 5 and Plan 6,

18 relative to Plans 1, 2, and 8.  The same conclusion

19 holds true for the reference scenario NPVs.

20                Manitoba Hydro Exhibit 171 is also

21 provided in the book of documents and it provides plan

22 evaluations with the 2013 reference scenario and

23 updated capital costs, along with the various levels of

24 DSM with and without the additional pipeline load.

25 Assuming Level 2 DSM both with and without pipeline
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1 load, Plans 5 and 6 are more economic than the All Gas

2 Plan or the Keeyask/Gas Plan without the

3 interconnections.

4                Manitoba Hydro Exhibit 104-16 provides

5 an integrated resource planning presentation of the

6 same 2013 updated evaluations, instead using the TRC

7 approach, which enables comparisons simultaneously

8 across a combination of supply plan options and

9 different levels of DSM.  Plans 5 and 6 at Level 2 DSM

10 have higher NPV benefit than any other combination of

11 the viable plans and DSM levels.

12                Referring again to Exhibit 171 and

13 assuming DSM Level 2, the economic advantage of Plan 5

14 and 6 improve when the embedded return on equity is

15 considered.  In Manitoba Hydro Exhibit 171, when

16 including the cash transfers to the province, Plans 5

17 and 6 have approximately $1.4 billion greater benefit

18 than Plan 2, which is Keeyask no interconnection, and

19 $2.3 billion greater than the All Gas Plan.

20                Plans with Keeyask and the 750

21 interconnection provide the lowest customer bills on a

22 present value basis over the long term.  Rates charged

23 to customers are lower relative to plans without

24 Keeyask and the interconnection by 2032 or by Keeyask

25 at a later date without the interconnection by -- by
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1 about 2027.

2                You've already heard about the societal

3 perspectives, so I'm just going to focus for a minute

4 on the societal benefits of Plans 5 and Plan 6.  These

5 plans provide significantly greater reliability than

6 the plans with no new interconnection.  They provide

7 significantly greater emergency energy during droughts

8 than plans without an interconnection.  They provide

9 enhanced employment, income, training, and business

10 opportunities in Manitoba, especially to Northern and

11 Aboriginal communities.  These plans also provide

12 macroenvironmental impacts and benefits, including a

13 major reduction in greenhouse gas emissions in Manitoba

14 and regionally with no significant residual impacts to

15 the air, land, water, flora, fauna, and key

16 environmental functions.

17                The multiple accounts benefit-cost

18 evaluation by Dr. Shaffer integrates all of those

19 perspectives into a single qualitative and quantitative

20 evaluation.

21                The evaluation of the updated capital

22 cost conclude that Plan 6 with Keeyask and the 750

23 megawatt interconnection and Plans 14 and 12, which

24 also include Conawapa, are all approximately equal in

25 NPV at the 6 percent real social discount rate,
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1 approximately $400 million more beneficial than Plan 2,

2 Keeyask/Gas, and $1 million more beneficial than Plan

3 1, the All Gas Plan.

4                When considering these quantitative

5 results along with the qualitative considerations, the

6 multiple account societal benefit-cost evaluation

7 concludes that proceeding with Keeyask and the 750

8 megawatt interconnection is in the best interest of

9 Manitobans, considering the overall societal costs and

10 benefits.

11                We've tried to give you things today

12 that are summarized, that we can step back and look at

13 all of this information and say, Okay, what do I need

14 to know.  So channelling David Letterman, we have given

15 you the top ten (10) reasons to decide now to commit to

16 Keeyask and the interconnection.  Manitoba Hydro

17 believes that there's more than sufficient information

18 available in the NFAT proceeding for the PUB to

19 confidently draw conclusions and to make

20 recommendations about the development plans for ten

21 (10) reasons.

22                Number 1:  There's a substantial amount

23 of high quality information before you.  Ms. Ramage has

24 already reviewed the massive amounts of information.

25 No panel in the Public Utilities Board history has ever
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1 reviewed a matter at this level of detail.  It is

2 simply unprecedented.

3                Mr. Bowman endorsed that view in his

4 comments.  He noted that he'd been through a number of

5 proceedings, different process like this, and a lot of

6 hearings on different subjects, and I'm quoting:

7                   "I can't remembering a hearing where

8                   the Board has had as high a quality

9                   of advice and information put to it

10                   as this one.  I think that there have

11                   been some -- there has been some

12                   exceptional work done.  I think that

13                   you've had Manitoba Hydro's A-team in

14                   respect of economics.  It's the best

15                   Manitoba Hydro has to offer."

16                Reason number 2:  The information

17 provided allows you to make reasonable inferences.  The

18 NFAT deliberations can be informed by utilizing the

19 reference scenario evaluations with 2013 information

20 and updated capital costs in combination with the 2012

21 uncertainty matrix, which also utilized updated capital

22 costs for Keeyask and Conawapa.

23                The 2013 updated reference scenario

24 evaluations provide a current set of economic results

25 which can be used as a base starting point from which
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1 to use judgment to consider the variations indicated by

2 the quilt.  The information is not perfect, but it is

3 more than sufficient.

4                Reason number 3:  Deferring the decision

5 does not reduce or eliminate uncertainty.  Most

6 uncertainties will stay uncertain.  For example, load

7 growth, capital costs, interest and escalation will

8 always remain uncertain.  Some uncertainties will

9 diminish but persist to a large degree. Impacts of

10 shale gas likely will be better known, but natural gas

11 prices will still be the subject of uncertainties in

12 market forces and, thus, will remain uncertain and

13 volatile.

14                In addition, some new factors will

15 arise, increasing uncertainty.  These are the unknown

16 unknowns.  Perfect information will never be available.

17 Borrowing from Voltaire, Perfect is the enemy of the

18 good.  Insisting on perfection often results in no

19 improvement at all.  It is impractical on improvement

20 to insist on trying to have a prefect set of

21 information and comparisons.  Time does not stand still

22 while decisions are being considered, and the Board,

23 like Manitoba Hydro, must make its judgment based on

24 the information available to it.

25                You have heard the evidence of Dr.
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1 Borison regarding uncertainty.  He talked about his

2 literature review, and the -- how he found the term

3 'unprecedented uncertainty' in every single year, at

4 least going back ten (10) years on the internet, and

5 then in an article from 1983 about the utility industry

6 facing unprecedented uncertainty.  He noted that the

7 fantasy is that somehow, uncertainties are going to go

8 away if we wait.

9                Reason number 4.  The 750 megawatt

10 interconnection provides flexibility to manage that

11 uncertainty.  It provides us with the options and the

12 flexibilities to respond, adapt, to manage, and to take

13 advantage of uncertainties.

14                Reason number 5:  Keeyask and the 750

15 megawatt interconnection are economic over a wide range

16 of net loads.  The studies indicate that the economics

17 of developing Keeyask with the interconnection are

18 remarkably stable over a wide range of future net load

19 growth.  The reference scenario evaluations result in

20 approximately a $400 million NPV benefit from the

21 Manitoba Hydro perspective, regardless of whether the

22 DSM is assumed to be base, Level 1, Level 2, or Level

23 3, and whether the pipeline load is included or not.

24                The NPV is also approximately $400

25 million in the sensitivity evaluation, where net load
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1 growth was assumed to flatten to zero, and Keeyask

2 became a pure merchant plant.  And you will recall the

3 question being put to Mr. Thomson by Mr. Gange, and

4 you'll find Exhibit 156 in Manitoba Hydro's book of

5 documents.

6                Reason number 6:  The window of

7 opportunity for developing the 750 megawatt

8 interconnection infrastructure is time limited.  You've

9 heard about the confluence of factors that enable that

10 opportunity today, and that which are not likely to

11 remain for an extended time.  US utilities need to

12 change their supply mix to move away from coal.  US

13 utilities want to avoid overexposure to natural gas

14 generation, and are making strategic decisions now.

15                Currently in the US, regulators,

16 government, and MISO are favourably disposed to the 750

17 megawatt interconnection project, and Keeyask imports

18 due to the wind synergies resulting from hydro and

19 transmission expansion.  Minnesota Power is willing to

20 develop the 750 megawatt interconnection now, and is in

21 the midst of regulatory proceedings for approval of

22 that interconnection.

23                Manitoba Hydro has pref -- preferential

24 positioning for firm transmission services into

25 Wisconsin with MISO that will be lost if the
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1 transmission has to be resubmitted at a later date.

2 The Keeyask Project is construction-ready, and is

3 supported by our First Nation partners, and we are

4 currently in a low interest rate environment for

5 Manitoba Hydro to commit to thirty (30) year bonds,

6 while in the future years, interest rates may be

7 higher.

8                 Reason number 7:  There is an infinite

9 circle of information.  And what we meant by this is

10 that it's been suggested that -- CAC suggests that with

11 the MP 250 megawatt contract, having a provision to

12 allow for two (2) years of -- of delay, that there's

13 time to hold another NFAT process in which we ought to

14 be required to provide economic and financial

15 uncertainty evaluations with updated capital costs  and

16 2013 forecast information.

17                If such a process were followed, it is

18 inevitable that the NFAT number two (2) process would

19 be underway, and there would be requests to update the

20 reference scenario evaluations for 2014 forecast of

21 load and other parameters, and once those were -- were

22 available, there'd be requests for the other twenty-six

23 (26) scenarios, and by the time all of that was

24 available and under review, there'd be demands for the

25 2015 update.  This would become the infinite circle.
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1                Reason number 8 is the bird in the hand.

2 Manitoba Hydro has undertaken much effort and

3 investment to create a viable commercial opportunity,

4 which is a benefit to Manitobans over a wide range of

5 perspectives.  The opportunity before us today with

6 Keeyask and the interconnection is a known quantity

7 with certainty as to its existence.  To seek an

8 alternative in the hope that there might be a better

9 new arrangement requires strong evidence supporting the

10 existence, viability, and benefits of that other

11 alterative.

12                Reason number 9:  Cancelling contracts

13 now would harm Manitoba Hydro's commercial reputation.

14 You've heard Mr. Colaiacovo's evidence in that regard,

15 and I don't think I need to expand any further,

16 although there is material in the written submission.

17                And reason number 10:  Deferring Keeyask

18 increases capital costs.  Deferral of Keeyask would

19 involve increased capital costs due to real escalation

20 in costs, additional activity required to maintain the

21 project readiness, and interest on expenditures.

22                A one (1) year deferral is estimated to

23 increase the in-service cost to 250 to $300 million.

24 Each additional year of delay would entail further and

25 similar cost increases.
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1                Turning to slide 160, a common position

2 of most participants in this hearing is that add --

3 adding additional interconnection capacity, whether in

4 Manitoba or elsewhere, is generally beneficial in terms

5 of enhanced -- enhanced efficiency in electric system

6 development and operation, and enhanced reliability.

7                You heard this from a number of parties,

8 including MPA, Mr. Bowman on behalf of MIPUG, GAC, Mr.

9 Russell on behalf of MMF.

10                A number of participants support the

11 specific proposal by Manitoba Hydro to advance Keeyask

12 to 2019, and to develop the two hundred (200) and --

13 the 750 megawatt interconnection.  Mr. Colaiacovo said

14 at transcript page 7,614:

15                   "Commercially, Keeyask makes sense as

16                   a project to go forward with, based

17                   on their analysis and information."

18                MPA has also filed a May 23rd

19 supplemental report, and it came to my attention in the

20 conversation today that it is not yet before the Board.

21 However, that report confirms that they continue to

22 hold that view, and I would certainly commend it to

23 your reading as it makes its way through its CSI review

24 and to the Board.

25                MIPUG expert Mr. Bowman also concludes
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1 that plans with Keeyask 2019 and the 750 megawatt

2 interconnection should proceed.

3                CAC took the position in final argument

4 that it's premature to conclude whether Keeyask should

5 proceed in the near term with the 750 megawatt

6 interconnection, and that Manitoba Hydro should be

7 directed to provide additional information to a second

8 NFAT process.  CAC takes that position, despite the

9 fact that two (2) of their own expert witnesses, Mr.

10 Harper and Dr. Higgin, concluded that plans with

11 Keeyask and the 750 megawatt interconnection were the

12 most economic of plans.

13                CAC's witness Mr. Harper, at transcript

14 page 8,552, supports the position that plans with

15 Keeyask 2019 and the 750 megawatt interconnection are

16 more economic than plans without the interconnection.

17 The witness Dr. Higgin, at transcript page 9,477,

18 supported proceeding with Keeyask 2019 and the 750

19 megawatt interconnection.

20                GAC in its final argument also supported

21 proceeding with Keeyask 2019 and the 750 megawatt

22 interconnection.

23                Keeyask construction for a 2019 in-

24 service date and development of the 750 megawatt

25 interconnection with a 2020 inter -- in-service date is
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1 justified.  This plan -- pathway includes the

2 associated long-term export contracts and the expanded

3 DSM plan.

4                The pathway meets the electricity needs

5 of Manitobans, and it's in the best long-term interests

6 of Manitobans and the province of Manitoba when

7 compared to other options and alternatives.

8                In a nutshell, plans with Keeyask and

9 the 750 megawatt interconnection are shown to result in

10 the lowest long-terms cost of supply for Manitoba.

11                They are favourable in the long term to

12 ratepayers, they provide significant benefits to the

13 provincial government through financial transfers, they

14 provide reliability and energy security benefits to

15 Manitoba domestic electricity consumers, they provide a

16 large reduction in GHG emissions, and overall, they

17 provide the most socioeconomic benefits to Manitobans,

18 especially northern and Aboriginal communities,

19 including employment, income, training, business

20 opportunities, and capacity building.

21                Turning to the Conawapa recommendations,

22 this -- this section addresses whether Conawapa should

23 proceed in the event that Keeyask is committed for a

24 2019 in-service date, and the 750 megawatt

25 interconnection is committed for the 2020 in-service
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1 date.

2                A decision to commit construction of

3 Conawapa does not need to be made for several years.

4 By 2017 or early 2018, there will be better information

5 on the potential sales and on US approvals of the

6 proposed 750 megawatt interconnection.

7                Manitoba Hydro will intensively monitor

8 the Conawapa business case to determine the appropriate

9 early in-service date to protect for Conawapa, and to

10 delay or halt Conawapa if the favourable business case

11 does not materialize as it's expected.

12                Manitoba Hydro Exhibit 104-8 at slide

13 165 is an updated -- refers to the updated quilt and

14 provides the expected value of the twenty-seven (27)

15 scenarios for plans with Conawapa.  It shows that those

16 expected values are lower than the plans without

17 Conawapa, in other words, Plan 14 relative to Plan 5

18 and Plan 12 relative to Plan 6.

19                However, there is considerable upside

20 NPV opportunity for the Conawapa plans in scenarios

21 such as high export prices, low capital costs, and/or

22 low discount rates.  Furthermore, the Conawapa plan

23 economics would improve and the risk diminish if, as we

24 expect, additional export contracts are successfully

25 negotiated.
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1                Manitoba Hydro Exhibit 171 provides plan

2 evaluations with the 2013 reference scenario and

3 updated capital costs, along with the various levels of

4 DSM, both with and without pipeline load.  Assuming DSM

5 Level 2 with or without the additional pipeline load,

6 the Conawapa plans approximately meet the NPV test

7 relative to the All Gas Plan, but are less economic

8 than the Keeyask interconnection plans without

9 Conawapa.

10                Assuming DSM Level 2, the Conawapa plans

11 have approximately the same or greater benefits than

12 the Keeyask interconnection plans without Conawapa if

13 the embedded return on equity is considered.

14                The most powerful economic argument for

15 maintaining Conawapa as an option lies in the analysis

16 which includes the economic benefits to the province as

17 a whole.  In Manitoba Hydro Exhibit 171 included in the

18 book of documents, plans with Conawapa have

19 significantly greater benefits when including cash

20 transfers to the province.  Point seven (.7) billion

21 under DSM-2 with no pipeline load, 1.4 billion under

22 DSM-2 with pipeline load.  Plans which include Conawapa

23 are also beneficial in that they offer an increased

24 number of jobs, economic spinoff, and opportunities for

25 northern and Aboriginal communities.
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1                There has been confusion regarding the

2 WPS 308 megawatt sale and Conawapa.  As you heard, the

3 WPS sale contract is a finalized and signed contract,

4 but the delivery of exports under that contract are

5 determined by various contractual conditions.  One (1)

6 of those conditions is that delivery is contingent on

7 four (4) Conawapa units being in service by 2031.

8                Should the units be in by that time, and

9 the 750 megawatt interconnection be in place, then the

10 WPS sale deliveries are to occur.  Should Manitoba

11 Hydro chose not to develop Conawapa for that time

12 period, the parties may mutually agree to amend the WPS

13 contract to allow it to proceed, or in the event the

14 parties do not agree, the sale agreement will

15 terminate.

16                Turning to financial evaluations.  In

17 the long term, rates charged to customers for plans

18 with Conawapa are lower than other plans.  However,

19 cumulative rates for plans with Keeyask and an

20 interconnection are lower than plans with Conawapa in

21 the medium term.

22                While plans with Keeyask and an

23 interconnection have a lower NPV of consumers' revenue

24 than the plans that also have Conawapa, the Preferred

25 Development Plan has significantly lower cumulative
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1 rate increases by the end of the study period, 96

2 percent versus 130 percent, and you'll find that in

3 Manitoba Hydro Exhibit 104-12-5 on page 3.

4                As with the economic analysis, there is

5 sufficient evidence to indicate potential upside to

6 ratepayer benefits for plans with Conawapa in addition

7 to the benefits to Manitoba as a whole to continue to

8 protect the optionality of Conawapa.

9                Turning to the other societal

10 perspectives on plans with Conawapa, regarding the

11 socioeconomic benefits in Manitoba, especially to

12 northern and Aboriginal communities, the development of

13 Conawapa provides enhanced employment, income,

14 training, and business opportunities.  There would be

15 no significant residual impacts to community

16 infrastructure, services, personal and family and

17 community life, resource use, and heritage resources.

18                In terms of macroenvironmental impacts

19 and benefits, developing Conawapa in addition to

20 Keeyask results in approximately a doubling in the

21 reduction of greenhouse gas emissions in Manitoba, and

22 regionally with no significant residual impacts to air,

23 land, water, flora, fauna, and key environmental

24 functions.

25                In terms of the view of NFAT
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1 participants on Conawapa advancement, several

2 participants suggested that a full justification for

3 proceeding with Conawapa had not been established, but

4 that it was possible that the justification would be

5 there once more information was available on the

6 success of negotiations of the export contracts and

7 future export prices.

8                MIPUG takes the position in its final

9 argument at page 59 that the potential for Conawapa

10 project proceeding for 2026 should not be abandoned.

11 MIPUG suggests there should be limitations on Conawapa

12 spending and timing.  There will be extensive

13 monitoring of Conawapa activities and expenditures.

14                Manitoba Hydro expects that there will

15 be sufficient progress on the export contract

16 negotiations early enough that the four (4) years of

17 protection and investment will not be required to be in

18 a position to make a decision on Conawapa.  However,

19 Manitoba Hydro suggests that setting some form of cap

20 on such a time frame and investment is not appropriate,

21 given that the business decision at the time should be

22 determinant of the decision on Conawapa protection.  It

23 would not be practical or prudent to recommend a

24 funding cap or time limitation to government.

25                MPA also supports the continued
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1 protection of Conawapa in its May 23rd supplemental

2 report.  They said:

3                   "MPA continues to support its

4                   comments to the PUB that Conawapa

5                   should be considered a development

6                   opportunity competing with other

7                   potentially superior alternatives,

8                   and continued expenditures to develop

9                   Conawapa should be justified in that

10                   light."

11                With regard to Manitoba Hydro's

12 conclusion, we submit that Conawapa advancement for

13 exports is likely warranted.  No decision on committing

14 Conawapa construction is required for at least several

15 years.  This creates a somewhat different situation for

16 the PUB NFAT report and recommendation than is the

17 situation regarding Keeyask.

18                Manitoba Hydro suggested it would be

19 reasonable for Conawapa to proceed if, at the time of

20 commitment, the trajectories of economics are not

21 significantly adverse compared to what we are looking

22 at in the NFAT evaluations and if some of the positive

23 upsides happen, as we expect will happen, as a result

24 of successful negotiation of additional export sales

25 contracts.
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1                Assuming that previously Keeyask had

2 been committed for a 2019 in-service date and a 750

3 megawatt interconnection committed for a 2020 in-

4 service date, it is in the interest of Manitobans to

5 maintain Conawapa as an option and to plan for the

6 possibility that it may be developed for export earlier

7 than needed for domestic load.

8                As we have noted, Conawapa has

9 significant provincial and macroeconomic benefits.  It

10 is worth maintaining this option for a few more years

11 to confirm the expectation that additional export

12 opportunities will emerge, allowing the project to

13 capitalize on its significant upside.

14                Mr. Chairman, Board member Kapitany,

15 Soldier, Grant, and Bel, that concludes Manitoba

16 Hydro's oral final submission.  You have our written

17 argument.  It contains all of the materials we've

18 reviewed today and, in some cases, it expands on them.

19 It also deals with other topics that there was simply

20 neither the time or the energy to raise today.  If you

21 are looking for a citation in that document you will

22 find it with thanks to your power planning engineer,

23 Mr. Winstone, who stayed here until five o'clock in the

24 morning and made sure that they were all there.

25
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1                I cannot relinquish the microphone

2 without expressing my thanks to the Board and panel

3 members for your attention throughout this very long

4 and very detailed process.  We appreciate your

5 attentiveness and your leadership throughout this

6 process.

7                We also want to thank Board staff and

8 advisors for their efforts throughout the hearing.  And

9 I would particularly like to give a special thanks to

10 Ms. Villegas, who has made us all look excellent with

11 her work on the monitors.  Our court reporter, Cheryl

12 Lavigne, has also done excellent work in keeping us all

13 on track, not talking too fast or overtop of one

14 another, and getting the transcripts out on time.

15                I would also like to express our thanks

16 to -- for counsel for the Intervenors and the IECs and

17 their witnesses.  These processes certainly benefit

18 from the collegial nature that is in this room.  To our

19 partners represented by Mr. London today, we have

20 learned much from them throughout the process and other

21 processes that we've undertaken together.  We

22 appreciate their commitment to seeing this project

23 through.  And we look forward to working with them for

24 many years to come.

25                This day is a culmination of over a year
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1 of hard work on the part of Manitoba Hydro NFAT staff.

2 This is an excellent team of dedicated professionals

3 that's led by Mr. Wojczynski, who -- whose energy has

4 kept us moving, and Ms. Flynn, who's kept the ship

5 pointed in the right direction.

6                You'll see the witnesses -- you see in

7 this room the witnesses in the back row support, but

8 there's another group upstairs, the secretariate who

9 toil away.  They help us prepare documents.  They check

10 for CSI.  And their biggest job, I believe, is to keep

11 the lawyers organized.  There's also IT staff who we

12 could not function without.

13                We also have to thank our families who

14 have put up with long hours.

15                We now turn this matter over to the

16 panel for its deliberation.  You have an important and

17 a significant task ahead of you.  The recommendations

18 that you make will influence key decisions for the

19 province for years to come.  I hope that the

20 information that we've provided and attempted to move

21 you through today will assist in highlighting the

22 material which we believe will assist you in this work.

23                Subject to any questions that you may

24 have, that concludes Manitoba Hydro's closing remarks.

25                THE CHAIRPERSON:   Thank you very much.
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1 I believe we have enough time for a few questions.

2 And, of course, I have some closing comments.  So

3 without further ado, I'll turn the microphone over to

4 Ms. Kapitany.

5                MR. JACK LONDON:   Mr. Chairman, just if

6 -- if I may just for twenty (20) seconds.  Mea culpa,

7 Williams is off the hook.  It turns out that there was

8 another Table 6 buried deep in an appendix, and Ms.

9 Villegas picked up on that one rather than on the one I

10 was referring to.  I have hard copies that will be

11 distributed.

12                I apologize.  I should have -- I should

13 have known that that was happening.

14                THE CHAIRPERSON:   Thank you for that.

15                MS. MARILYN KAPITANY:   Thank you.  I

16 have two (2) questions from the material that you

17 presented this morning, Ms. Ramage.  So you said this

18 morning expert contracts will help pay for Keeyask.

19                So my question is:  Will the annual in-

20 service cost per kilowatt hour for Keeyask and the 750

21 line, because you made a strong link between Keeyask

22 and the 750 line, be less than the annual revenue per

23 kilowatt hour from the export contracts?

24                I believe we're still waiting for some

25 information so that we can assess the contributions
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1 that exports are going to make to the whole picture.

2

3                       (BRIEF PAUSE)

4

5                MS. PATTI RAMAGE:   I think, Ms.

6 Kapitany, as they're consulting behind me, the -- while

7 that was out of my materials -- or when I was speaking,

8 we would actually be looking to the financial analysis

9 to look at -- for that kind of information, because

10 that's where we get the year-to-year information.  And

11 -- and I'm looking to Mr. Wojczynski whether we can

12 point to that information on the record right now.

13

14                       (BRIEF PAUSE)

15

16                MS. PATTI RAMAGE:   Yeah, so Mr.

17 Wojczynski confirms that it is in the financial

18 analysis that's been presented where it shows the year-

19 to-year exactly what happens.

20                MS. MARILYN KAPITANY:   Okay.  But I

21 understand we're still waiting for some additional

22 information?

23                MS. MARLA BOYD:   There is an

24 undertaking that I've been discussing with Mr. Peters,

25 Undertaking number 49.  It will provide some
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1 information in terms of annual interest cost by plant.

2 Pro -- producing that work is going to take a bit of

3 time.  It requires some simplifying assumptions.  It's

4 not the kind of material that Manitoba Hydro

5 calculates.  We don't calculate our cost by plant.

6                So they are working to extrapolate that

7 out.  It will be caveated with the qualifications that

8 are necessary and the assumptions that are necessary,

9 but we will be working to provide that.

10                MS. MARILYN KAPITANY:   Okay.  Thank

11 you.  My second question is around DSM.  And you spoke

12 this morning about four (4) times DSM and you presented

13 the graph on page 24 of your book of documents -- your

14 -- your deck that you went through today.

15                So I just wanted to ask, are the four

16 (4) times DSM and the blue line, the Power Smart 2014,

17 the same?  You referred in your conclusions to -- to

18 DSM Level 2.  So I just want to confirm where we are

19 with -- with DSM at this point.

20                MS. MARLA BOYD:   I think I can maybe

21 answer that.  DSM Level 2 was designed for the purposes

22 of the NFAT evaluation.  The corporate-approved plan is

23 the Power Smart 2014 plan.  So you can see there that

24 it's a little bit -- it's the blue line and it's a

25 little bit higher, for the most part, than the Level 2
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1 DSM.  The difference in those two (2) is the codes and

2 standards.

3                So the Level 2 DSM included 2013 codes

4 and standards.  The 2014 Power Smart Plan includes the

5 updated codes and standards.  So that's why you see the

6 difference.  The evaluations for the NFAT purposes were

7 done with DSM Level 2.  Manitoba Hydro's expectation

8 and the plan that has been approved is the Power Smart

9 '14 Plan.

10                MS. MARILYN KAPITANY:   So DSM Level 2

11 is the red line, but what you're --

12                MS. MARLA BOYD:   That's correct.

13                MS. MARILYN KAPITANY:   -- what you're

14 looking at now is the blue line?

15                MS. MARLA BOYD:   Yes, that's correct.

16                MS. MARILYN KAPITANY:   Okay.  Thank

17 you.

18

19                       (BRIEF PAUSE)

20

21                THE CHAIRPERSON:   I guess I -- I'll

22 come back -- I'm a broken record, but I'm coming back

23 to the issue of the transmission line.

24                And, you know, frankly one (1) of my

25 concerns is that if the panel was to recommend to the
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1 government the Keeyask and 750 line be approved by

2 government, what happens if that line doesn't get

3 approved down south of the border?

4

5                       (BRIEF PAUSE)

6

7                MS. PATTI RAMAGE:   I -- I think what

8 the analysis shows is that if that were to happen, if

9 we look at Exhibit 171, we've analyzed Keeyask without

10 that transmission line.  And it shows that it's still -

11 - still a good project.

12

13                       (BRIEF PAUSE)

14

15                MS. PATTI RAMAGE:   Because Exhibit 171

16 is Mr. Wojczynski's, I think he's the best one to -- to

17 answer you.  But it's -- it's -- in a nutshell, it's

18 that Keeyask remains economic without the

19 interconnection, but I'll let Mr. Wojczynski give you

20 the details.

21                MR. ED WOJCZYNSKI:   We -- we don't

22 have, at this point, an analysis where we have Level 2

23 DSM and Keeyask in '19 and no interconnection.  That --

24 that is not something we have available at this point,

25 but we know that if you look at the figure here, we
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1 have a Keeyask '31, which is a number of years later,

2 and gas, and that's without the pipeline.

3                And if you -- we -- if you had the

4 pipeline in, Keeyask would be a number of years

5 earlier, and we expect the economics would be roughly

6 the same kind of number, where it -- it and natural gas

7 is -- is -- would be roughly the same kind of cost in

8 terms of NPV.

9                And so if you built -- started building

10 Keeyask and then we were wrong and the interconnection

11 was not approved, that point would be probably -- that

12 probably wouldn't happen right away.  So we probably,

13 at that point, would be already in the river and

14 probably at the point of no return and finish Keeyask.

15                And -- but it -- but what we would see

16 is that Keeyask and an All Gas Plan would be roughly

17 comparable to each other in economics, and there would

18 also the embedded return and all the other benefits

19 there.  So you would have a situation where it's not as

20 profitable as what we're looking at now, but it would

21 still be roughly economic and roughly pass the NPV

22 test.

23                MS. PATTI RAMAGE:   I think, Mr. Chair,

24 it's also important to note that, in the MPUC process,

25 as -- as we spoke of briefly, the opposition that was
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1 suggested by Intervenors, that simply doesn't exist to

2 that line.

3                Also, if you saw, for example, the Free

4 Press last week, there was an article that President

5 Obama actually has -- the presidential permit, they

6 were discussing the process, and that line was

7 identified as one (1) of the positive things coming out

8 of their new processes and the -- that they saw that

9 line as a positive.

10                So we see all those things as very

11 positive going forward.

12                MR. ED WOJCZYNSKI:   I was talking about

13 inferring and making judgments, and we have some of

14 that in section 10.3.1.3.  It wasn't lev -- based on

15 the Level 2 DSM, but it -- it has much the same

16 discussion that I was saying that you'd see, that it's

17 -- that if we lost the interconnection and we were

18 still building Keeyask, that -- that you wouldn't be

19 making the big profits you make with the

20 interconnection, but it would still be roughly break-

21 even compared to All Gas.

22                THE CHAIRPERSON:   Now, I -- I heard

23 earlier today that Manitoba Hydro's of the belief that

24 was -- though the pipeline demand will happen.  In

25 other words, you expect the pipeline to -- the
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1 pipelines that are being proposed to actually happen

2 and to draw on power.

3                It -- I -- could you -- are you in a

4 position to extrapolate beyond what that statement --

5 beyond that statement?

6

7                       (BRIEF PAUSE)

8

9                MS. MARLA BOYD:   Mr. Chair, we're --

10 we're not in a position to offer any further

11 information other than what we gave you in our argument

12 today.  Those things are still in process, and as we

13 outlined this morning, some of the permits have been

14 avail -- have been obtained, some are still in the

15 works, and Manitoba Hydro continues to discuss with the

16 pipeline companies.

17                THE CHAIRPERSON:   Now, in -- in your

18 closing comments, you indicated that we shouldn't

19 recommend a funding cap on Conawapa.

20                I didn't know what -- what -- could you

21 explain that?

22                MS. MARLA BOYD:   It was a suggestion by

23 MIPUG, and I don't have the reference right in front of

24 me, but in their final argument, they suggested that

25 there should be a cap proposed in terms of how much
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1 spending should be made on Conawapa.

2                And our suggestion is simply that that

3 should be left for the decision of the Company, and

4 that as we look at the viability of Conawapa going

5 forward, that -- that that be evaluated, and that the

6 business decision actually drive that, as opposed to

7 imposing an arbitrary cap today.

8                THE CHAIRPERSON:   Now, you also

9 suggested that -- that we should not address the cap on

10 CRP, the Curtailable Rate Program.

11                Could you explain that to me, please?

12

13                       (BRIEF PAUSE)

14

15                MS. PATTI RAMAGE:   Mr. Chairman, the

16 Curtailable Rate Program is -- is a -- an economic DSM

17 program, and if -- if there -- if -- if we took the cap

18 off, and if we did have customers now, as was indicated

19 today, there are only three (3), and -- and we have --

20 we haven't seen when I did the last Curtailable Rate

21 Program review and that cap was being proposed

22 initially, there wasn't a -- a great deal of interest

23 for more because of the limits.

24                But if we assume that there is a sudden

25 rush of -- of parties to join into that program, we
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1 simply don't have -- there's not value anymore, because

2 we -- we used that program to defer -- we have to have

3 generation in our -- in our criterias.  We have to have

4 generation on hold at all times to deal with -- with

5 any emergencies or anything else that arises.

6                And by getting the -- getting the

7 Curtailable Rate Program participation, that allows us

8 to free up some of that generation, but we only need to

9 keep a certain level of that, and so if we have

10 participation beyond that, we're not getting any value

11 for that in the market.

12                So it's going back to, as -- as Ms. Boyd

13 said in the -- in her submission, it's like any other

14 DSM program.  There has to be value to it, and -- and

15 there is no value.

16                THE CHAIRPERSON:   Now, very early on in

17 the proceedings, there was suggest -- a suggestion, you

18 know, a request, I guess, from Manitoba Hydro that we

19 should consider this NFAT as being sufficient for the

20 purposes of the evaluation of Conawapa.

21                Now, is that still the position?  Is

22 that still the request that's being made of this panel?

23

24                       (BRIEF PAUSE)

25
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1                MS. MARLA BOYD:   We have, Mr. Chair,

2 the same thing to work with that you do, which is the

3 terms of reference that came from the government.  It

4 asked us to look at the Preferred Development Plan,

5 which included Keeyask, Conawapa, and the

6 interconnection.

7                And we have told you several times that

8 we don't need a decision on Conawapa today, and that

9 remains true, but the terms of reference are from the

10 government, and they are to consider all of those

11 things.

12                As I said just a few minutes ago, we --

13 we expect and we hope that with the current

14 trajectories of the economics and Conawapa, that it

15 will be viable, but whether or not the provincial

16 government decides to hold another NFAT down the road

17 is not a decision that we can recommend an -- an

18 outcome to you on.

19                In terms of what's available before the

20 Board today, we believe there's ade -- adequate

21 information to recommend Keeyask and the 750 tie-line,

22 and to continue to protect Conawapa.

23                THE CHAIRPERSON:   Well, frankly the --

24 the most difficult aspect of this whole -- this whole

25 plan is the -- the rate impact this will have on
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1 Manitobans.  Now, admittedly, Manitobans are paying

2 relatively modest amounts for their energy relative to

3 other jurisdictions in Canada, granted, but now we're

4 going to be looking at refreshing the capital

5 infrastructure of Manitoba Hydro.  It's the -- it's the

6 cost of that.  We're going to be spending over $3

7 billion on Bipole III, and now we're being asked to

8 support the construction of Keeyask.  And in addition

9 to that, we're being asked to -- asking Manitobans to

10 invest in a transmission line to the US.

11                So clearly, one (1) of the things that

12 we want to be doing as a panel is to make sure that

13 Manitobans understand exactly what that will mean for

14 rates.  I think that we owe it to -- to them to ensure

15 that they understand, Manitobans and the government,

16 they understand what -- what that will mean for

17 Manitobans.

18                So -- so for us, for example,

19 understanding the income flow related to the -- the

20 contracts from the US in relation to the investment

21 being made in Keeyask and the transmission line, I

22 think is a key piece of information, so it's very

23 important that we get that, so at least we were in a

24 position to make sure that Manitobans are going into

25 this thing with their eyes open.  And so it's very
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1 important that we get that information.

2                In the absence of that information from

3 Manitoba Hydro, we're going to have to do some

4 estimates on our own so that we at least give the --

5 the people who will be paying for this -- these

6 projects an idea of what -- what they're being asked to

7 support from a rate perspective.

8                So I think it's far better to get the

9 information from Manitoba Hydro.  It's likely to be

10 more accurate than -- than what we could provide on an

11 estimated basis.  So I -- I think it's important that

12 we get that information from Manitoba Hydro, so that at

13 least the panel has a good understanding of -- of what

14 we're being asked to -- to support.

15                So I don't have any more questions,

16 unless you want to comment, please.

17                MS. PATTI RAMAGE:   I -- I think I'd

18 like to give Mr. Wojczynski an opportunity to clarify

19 exactly -- have a discussion with you to understand

20 what exactly it is you're looking for so we can

21 understand also.  I certainly know I haven't been

22 directly involved, but one (1) of the issues is that

23 there's certain information that Manitoba Hydro -- it

24 doesn't calculate things the way that requests are

25 being made, and it doesn't do it for a reason.  And I
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1 think Mr. Wojczynski's better to explain that, so that

2 the Board does get the best information.

3                MR. ED WOJCZYNSKI:   Sorry.  Maybe I'll

4 make a comment, and then -- and -- and perhaps it's in

5 relation -- in relation to Ms. Kapitany's question.

6 There have been a number of times over several PUB

7 hearings where Manitoba Hydro's been asked to do a

8 certain kind of calculation on a -- call it by a plant

9 or project basis rather than on the system-wide basis.

10                And our view, quite strongly, and the

11 view of other kinds of experts that we have engaged

12 with, such as Dr. Borison and others, is that doing

13 this kind of project-specific revenue cost calculation

14 is not a -- as meaningful and trust -- and trusting --

15 a trustworthy calculation, because you have to make all

16 kinds of approximations, that it's not as trust --

17 trustworthy and meaningful as actually doing the full-

18 scale financial evaluation that captures all of the

19 impacts on Manitoba Hydro from the system using the

20 revenue requirement approach that we have to use and do

21 use, rather than some sort of approximation that is

22 neither a proper economic analysis, nor a financial

23 analysis.

24                It's some sort of hybrid which sounds

25 like it might be meaningful, but actually does -- is
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1 not embedded in a good evaluation methodology approach.

2 So we are always reluctant and resistant to give that

3 calculation, and we never do it on our own, because to

4 us, it's not meaningful.

5                We've been asked to give it, and we're

6 in the process of providing that information, but we

7 don't think it is a good decision-making tool.  The

8 real decision-making tool to know the impact on

9 ratepayers in Manitoba is the financial analysis that

10 our vice-president, Mr. Rainkie, has given, and the

11 others.

12                If you're looking for, What is the

13 impact on a life cycle basis from the project, then

14 that's the economic analysis.  If you're looking for

15 the year-to-year impact on ratepayers, including the

16 number 1 year and the other years, that's the financial

17 analysis, and this hybrid project-based evaluation

18 methodology is not recommended by anybody who would be

19 knowledgeable about how hydro system economics work.

20                It's different if you're in a system

21 where you have thermal generation.  In those cases, if

22 you're -- somebody's going to build a gas turbine as a

23 project, you can do a project-based evaluation very

24 simply, because you have all your inputs and all your

25 outputs, all your cost impacts, all the costs of the
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1 project, all the benefits easily identified.

2                On the other hand, if you are a Hydro

3 utility and you're putting in a project, you affect how

4 your whole proc -- whole system operates, the rest of

5 your generation system.  It affects how your imports

6 operate, how your exports are, it's a system-based

7 analysis you need, not a project-based analysis.

8                And it's even more complicated when

9 you're adding an interconnection as well as a project.

10 So that's why we are very reluctant to -- to provide

11 that information, but we will, if we're asked, and you

12 insist, we'll provide it, but we do not recommend

13 relying on it.

14                THE CHAIRPERSON:   I -- I retained the -

15 - the fact that you'll try -- you will try to provide

16 it to us.  I think it's important that you do provide

17 it to us, because I think that the panel needs to have

18 an understanding of what this new investment -- how it

19 will impact rates in the short term, because what we're

20 saying to Manitoba is, We're going to increase your

21 rates by over 100 percent over the next twenty (20)

22 years.

23                And so we have to make sure that we have

24 some assurance -- we have to have some assurance that

25 this represents a worthwhile investment, advancing this
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1 construction project on Keeyask and the transmission

2 line makes sense from a -- from a ratepayer

3 perspective, whether it's over their relatively short

4 time frame.

5                MR. ED WOJCZYNSKI:   Can I ask a

6 question, and it's not usual for the Company to ask the

7 regulator the question, but I think it might be

8 appropriate in this circumstance, because what we're

9 hearing -- what I'm hearing is an implicit indication

10 that the financial analysis that we're providing of

11 what the rates would be are not to be trusted, and

12 instead, some other project-based evaluation is a

13 better indication.

14                That -- that -- this is -- this is where

15 we're confused.

16                THE CHAIRPERSON:   No, I think that -- I

17 think that you're misunderstanding my request.  I

18 think, you know, frankly, we have had excellent

19 cooperation from Manitoba Hydro in understanding the

20 revenues that will flow from the firm contracted power.

21 We're trying to get an understanding of what estimates

22 Manitoba Hydro is using for opportunity sales.

23

24                       (BRIEF PAUSE)

25



PUB re NFAT  05-26-2014

        DIGI-TRAN INC.  1-800-663-4915  or 1-403-276-7611
                 Serving Clients Throughout Canada

11732

1                MR. DARREN RAINKIE:   Good afternoon,

2 Mr. Chairman and panel members.  Maybe I can help here.

3 I'm not sure we're flying at the same altitude.  If the

4 request is that the Board understands the rate impacts

5 of all the investments that we're making, you can do

6 that from page 108 of our -- of our presentation.

7                This -- on page 108, we provide both the

8 impacts at the end of twenty (20) years, and at the end

9 of fifty (50) years, but our pro forma financial

10 statements that -- I forget the exhibit number now, Mr.

11 Chairman, but certainly it's on the record, shows the

12 projected rate impacts each year during the fifty (50)

13 year evaluation period.

14                What's outstanding is a request for us

15 to calculate the revenue requirement impact of each

16 specific project.  So to take a project like Bipole III

17 and say, How much depreciation, how much interest, how

18 much taxes would be involved when that project comes in

19 service, and for every year thereafter?

20                But to get the rate impact potential,

21 you have -- you have to actually look at the revenue

22 side that we have -- that we projected, the export

23 revenues.  You look at the current general consumer

24 revenues from customers, and we also make some

25 judgments in our pro forma financial statements about
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1 how much we need to increase those rates every year in

2 order to maintain certain basic financial parameters.

3                And that's what you essentially have

4 already in the -- in the pro forma financial

5 statements.  You have, what we think, the best

6 information that we have, based on how we apply our

7 cost-of-service methodology, in terms of what type of

8 rate increases we would look for on a -- on a -- and

9 you've got three (3) different perspectives.  We gave

10 you the even annual perspective, then we gave you the

11 other two (2) rate-setting methodologies later at the

12 end of the hearing.

13                So there's three (3) perspectives there

14 on how we would move rates along in order to make it

15 all work, to be able to encompass all the projects that

16 we want to do on behalf of Manitobans.  So what's --

17 what's -- what was outstanding is simply just one (1)

18 piece of that is already embedded in -- already

19 embedded in the -- in the rate material that we gave

20 you is all of the depreciation interest, capital taxes

21 of all the investments that we plan on making on behalf

22 of Manitobans, including the existing infrastructure

23 renewal.

24                We just -- we just haven't spliced out,

25 you know, depreciation, and interest, and taxes on the
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1 specific investments, Bipole III, Keeyask, Conawapa.

2 But you certainly have in front of you our best

3 estimates of the rate impacts to Manitobans over that

4 fifty (50) year time frame of all the different plans

5 that we've evaluated.

6                What you're really missing is a specific

7 piece of that to be pulled out for you, but that --

8 that information when you find it isn't going to be an

9 ah-ha moment.  It's not going to give you the project -

10 - projected rate impacts of those projects because it's

11 already in the material we've given you, because we

12 actually had to look at the revenue side, as well, to

13 make judgments about how we increase rates over time,

14 and we have to consider how we meet our financial

15 targets and generate some minimal level of income to --

16 to include in contributions through retained earnings.

17                So that material won't -- I don't -- I

18 don't -- I think it might confuse you more, actually,

19 than -- than it actually will help you in that -- in

20 that we do not take the -- the impact, the cost of a

21 project like Bipole III in the first year and say,

22 Let's increase rates to cover those costs.  We have

23 said man times that we have a rate smoothing type of a

24 mentality in how we -- we go about rates.

25                So we will gradually increase rates over
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1 time to try to cover off the revenue requirement

2 impacts of those -- of those types of projects, like

3 Bipole III.  But we also recognize that with the large

4 projects like Keeyask and Conawapa we have a huge

5 amount of export revenue that comes in after their in-

6 service dates.  So in -- in trying to figure out how we

7 would progress the rates over time, we take both the

8 costs that come in earlier and the revenues that come

9 in later and try to draw a straight line through it

10 over time because that's how our -- our cost-of-service

11 rate-setting methodology works.

12                So you do have the information in front

13 of you in terms of our best estimates of the rates over

14 time.  It's just that we haven't pulled out the cost

15 side of each project for you specifically.  But we've

16 given you both the revenues and the expenses of the

17 system as a whole and the type of rate increases that

18 we would expect that would make that work over -- over

19 time, both for customers and for maintaining minimum

20 financial ratios.

21

22                       (BRIEF PAUSE)

23

24                THE CHAIRPERSON:   Okay.  I think that

25 completes the questions from the panel.
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1                MS. PATTI RAMAGE:   We just have an

2 exhibit to mark.  The NFAT Manitoba Hydro short story

3 should be marked as Exhibit 210.

4

5                       (BRIEF PAUSE)

6

7

8                MS. PATTI RAMAGE:   Oh, I'm told it's

9 208.  Oh, let's -- let's hold the phone for a minute.

10 I understood that Mr. London's -- you've got it,

11 Hollis?  Two-o-eight (208) then.

12

13 --- EXHIBIT NO. MH-208:    NFAT Manitoba Hydro short

14                             story

15

16                THE CHAIRPERSON:   I'll try to make my

17 comments very brief.  So I want to thank all of you,

18 all the -- the lawyers who presented today.  This

19 completes the oral portion of the NFAT review, and so

20 I'd like -- I'd like to give you my closing comments.

21                It's the -- apparently the largest and

22 longest regulatory hearing that has been conducted by

23 the PUB to date.  It involves the largest

24 infrastructure projects that have been proposed in the

25 province to date.  The -- from the time the terms of
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1 reference were issued in late April last year, exactly

2 thirteen (13) busy months have elapsed.  Hard to

3 believe.

4                Completing a hearing of this magnitude

5 in that time frame was a significant task, and behalf

6 of the panel I would like to thank all the parties

7 involved for their dedication and hard work, as well as

8 the many late nights and weekends that everybody has

9 put in.  And this, of course, includes the -- the staff

10 and lawyers at Manitoba Hydro, the Intervenors and the

11 consultants to the Intervenors and their counsel, and

12 the PUB staff, of course, and advisors, as well as my

13 fellow panel members.

14                This hearing was unique because it was

15 assisted by independent expert consultants who were

16 retained by the Board and who provided expertise and

17 greatly assisted the deliberations of the Board.  And I

18 want to thank them and their counsel, as well, Me.

19 Monnin.

20                I also want to thank Digi -- Digi-Tran

21 and the court reporter, Ms. Cheryl Lavigne, who

22 faithfully transcribed over forty (40) days of

23 hearings, and of course kept us in line.  She agreeably

24 sat several evenings with us, including one sitting on

25 a Saturday.  So thank you for that, Cheryl; it's much
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1 appreciated.

2                I now want to thank the citizens --

3 citizens of Manitoba who became presenters and offered

4 up their perspectives to the panel, both in Winnipeg

5 and Thompson, and took time out of their schedule to

6 make their perspectives heard, and we certainly heard

7 it loud and clear.

8                And by the way, I didn't have a -- I

9 didn't have a good weekend because I got a phone call

10 from a -- from a ratepayer on Friday who berated me

11 about the recent increase that was granted by PUB.  And

12 then last night I met my cousin at an event who took me

13 aside and did the same thing and did it twice, back and

14 front.  So -- so I -- I -- while it's not evidence, it

15 certainly has an impact on me.

16                As you -- as you're aware, the NFAT

17 terms of reference require the NFAT panel to issue a

18 report to the minister by June 20th, slightly less than

19 a month from now.  And accordingly, for my fellow panel

20 members, their task is not yet completed.

21                We have more -- more work to do,

22 starting tonight, and -- but frankly, it's been a

23 pleasure working with -- with all of them.  And -- and

24 I know that I'm speaking for Ms. Kapitany and Mr.

25 Soldier, that I hope that Mr. Bel and Dr. Grant agree
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1 to stay on with the Board after the NFAT panel has

2 completed its work.

3                In light of the timeline faced by the

4 NFAT panel, it is imperative that all remaining

5 undertakings and pre-asks be provided as soon as

6 possible.  And we ask and expect your cooperation in

7 that regard.

8                But perhaps Manitoba Hydro could provide

9 the PUB with a list of undertakings and pre-asks,

10 together with an indication of the exhibit numbers of

11 the ones filed and the dates the remain -- the

12 remaining ones will be answered.  Included on that list

13 of unanswered undertakings will be number 49 from March

14 20th, 2014, as well as number 141 from May 1st, 2014,

15 as well as responses to pre-ask questions from Board

16 counsel.  The Board -- the Board would much appreciate

17 receiving those responses as soon as possible, and

18 hopefully during this week.  So thanks again to

19 Manitoba -- Manitoba Hydro for their continued

20 diligence and efforts in this regard.

21                Additionally, we might be asking for

22 additional information over and above -- above what I

23 just talked about from -- from Manitoba Hydro and also

24 from Intervenors or IECs.  And so we would appreciate

25 getting prompt responses if those are asked of them.
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1                You know that the panel's report will be

2 provided to the minister, and the minister of course

3 will determine if and when the report is publicly

4 released.

5                I'm not trying to single out any person

6 or group or organization with my -- my -- and -- and

7 the panel's thanks, so I can't have omitted anybody.

8 But there's one (1) person that I want to single out

9 with my and my panel's heartfelt thanks and

10 appreciation.  He's devoted twenty-two (22) years of

11 professional life to the services of the PUB, and Mr.

12 Hollis Singh has advised me a few days ago that he'll

13 be retiring later this year.  So I want to thank Hollis

14 and extend my and my Board's thanks and appreciation

15 for his dedicated service to all Manitobans over that

16 extended period of time.

17                You know, the gifts that Hollis shared

18 go well beyond his being an economist.  Hollis has been

19 a source of wise and thoughtful advice based on his

20 sound judgment and his wealth of experience throughout

21 his working life.

22                So while it's a happy day for most of

23 you because you're finished, probably the bulk of your

24 work, it's not a happy day for me because I have to

25 announce Hollis's pending retirement.  Now, Hollis had
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1 the good sense to book a beach-side house in Trinidad

2 for all of December, January, and February.  So

3 clearly, no amar -- no amount of arm twisting by me

4 will -- will have changed or will be able to change his

5 mind.

6                So on that note, I want to adjourn the

7 NFAT hearing and wish everybody a wonderful summer, and

8 ask you to join me in wishing Hollis a fabulous next

9 chapter.

10

11 --- Upon concluding at 5:04 p.m.

12

13

14

15 Certified Correct,

16

17

18 _________________

19 Cheryl Lavigne, Ms.

20

21

22

23

24

25
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